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It is my pleasure to submit on behalf of the Board of Directors (the "Board") the results of GZITIC Hualing
Holdings Limited (the "Company") and its subsidiaries (the "Group") for the year ended 31 December
2001.
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Financial Highiights

Turnover of the Group amounted to approximately HK$1,650,988,000 for the year ended 31 December
2001, decreased by about 9% as compared to same period last year. The Group's profit attributable to
shareholders reached approximately HK$10,759,000, representing o drop of about 88% as compared to
that of last year. The Board does not recommend the payment of any final dividend for the year ended
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Chairman Chen Xiao-shi
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Business Review

Durng the year under review, the sales velume of the Croug's alr
cendifoners has achieved grewi. The teel nuamber of afr
condifoners seld reeched epprexdmetely 488,000 ualls, represeniing &m
Inerease of epproxirmetely 10% e compared to fhet of last year The
nuriber of refigeraiors sole eppreximelsly 688,000 uniis, an
increase of eppraxdmeiely 10% s cempared to ther of last yeer. As for e
turmever of Hie Greup, el and businessss
recorded  deersase of 10% and 6% (o approximetely HIKS1,138,884,000
end HK8819,664,000 ﬁ@@f@@@iw}yo 85 comparad 3 thet ef last year. Fieres
prics compeiifon was @ ¢ im {he & 6 househeld eppllancs
Industry, resuling in aﬁ@m@@a@&@a@@a@@ R ﬁ}a@ overell prise level wileh
seversly redvesd the prefit margin of e indusiry as @ wihele, leading te
the deersese of the Crovp’s umever. Buring e yeer under review, e
Croup wes commitied (o teke aggressive business sralegies and efifective
meesures with an eim e inerease the prof meargin of the
Grovg's produeis while managing the devwnturn ef (he profabiiy.

The Group's expon business Inercassd m@D{m@@mﬁ@ with & gmm of
apprenimetaly 110% ane 4% for the elr @ ¢ ERE GE
businesses respeciively. The Greup ane lavnched 82 new
preducis during e yeer ureer revisw, with an Intentien to aggressively
expane s martel share in belh demestie ane eversees Mmarka end ©
inereese e everall competiive of HUALING produets. In the

. meantme, e Group hes sussessiully enhenesd s procueion eapasily
and eenfrel. The ennuel of HUALING afr
Inereased frem 700,000 unlts to 1,200,600 unite. By the ef
year 2002, upen the completiion of erlergement of produsiion capasity for
minkrefrigereter in Hefel, Ankhul, is ennua) preclucion capeeity will
Inerease from 600,000 walls (o 1,280,000 units. Curng the yeer under
review, {he Group Implemented efleetve eesures resuling
i & cecrease of about 6% fer (he unit cest of alr condiiiensar and
refifigeraten.

A the same me, the Croug's el divisien e
Enterprise Reseurse Planning ("ERP”) with Heldhngs Limfited
during the yeer to Impreve the infermeiion infrastrusiure 80 &8 (o upgraee
e declsion melking efficlensy and cormpetiivensss. The Group else
strived fe enhanee the celibre of the stel. The Group reerviied
menagement speckalists aned teehrical wiiihin end cutside the
eountry o conduet Freliring progremme for s e,

For the yeer uneer review, the Group ecively impreved (he produsien
technelegy, precusk euality end strueture. [t else pregressive
business stratagies in ereer o meintaln & steady grawth even in the feree
compalitve environment ef wihilts household epplienes masket
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The Group will further expand the market share of its air conditioner and refrigerator businesses in both
the PRC and overseas markets, with an aim to achieve its corporate goal of being one of the major
household appliance corporations in the PRC through adopting modern management model.
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1. Market Exploration

To cope with the market trend, the Group will continue to consolidate the
existing distribution network and further explore the domestic and
overseas markets. in respect of the domestic market, the Group will keep
on maintaining its market share in the Guangdong Province. Also, it will
strive to explore markets outside the Guangdong Province and rural areas
with a hope to expand its distribution coverage in the country. Capitalized
on the edges in respects of quality products and advanced technology,
the Group will seize every opportunity brought about by the entry of the
PRC to the World Trade Organization ("WTQ") in order to expand its
export business.The export business for mini-refrigerators will significantly
boost in response to the completion of export base for mini-refrigerators
by the end of 2002.

2. Product Development

With the rapid development of the PRC's household appliance industry,
the enhancement of product technology is the essential key to uphold the
market position for the Group. At present, the international trend for
household appliance manufacturing technology is energy saving and
environmental friendly and therefore the Group will expand its equipment
and facilities for the Research and Development Centre to focus on
developing energy saving and environmental friendly technology. In
addition, the Group will develop new products in accordance with the
market trend so as to enlarge customer base.

Also, the Group will continue to establish strategic alliance with the
domestic and overseas reputable research institutes such as Tsing Hua
University and Mitsubishi Electric Corporation of Japan with the objectives
to improve the quality of the core products, launch innovative products to
meet market demand and maintain its leading position in respect of
industry technology in the PRC. At present, the third phrase of technology
cooperation agreement has been reached between the Group's
refrigerator division and Mitsubishi Electric Corporation and it is expected
that the Group will develop up to 30 kinds of new models.
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3. Application of Information Technology

The Group believes that effective resources management is the integral
part of the competitive strengths for a corporation. in order to accomplish
the objectives of reducing internal resources management cost and
increasing management efficiency, the Group has launched the ERP
within the air conditioner division in the second half of 2001. The ERP was
subsequently implemented on 1 April 2002. After achieving successful
results, the ERP will be extended in other divisions of the Group. The
move will increase the overall efficiency, lower cost and enhance
competitiveness. Also, the Group will keep a close eye on the
development of e-commerce. It will study the interactive relationship
among distribution network, logistics delivery as well as e-commerce. In
addition, the management team will enhance the online business
functionality of the Group's website with an aim to build the solid
foundation for implementing e-commerce business in the future.

4. Capital and Financial Operation

Currently, the competition in the PRC's household appliance industry is
intensified. It is a macro trend for the industry to undergo merger and
acquisition amongst its players. The management team of the Group will
closely monitor the development and will seize the opportunity to expand
the scale and market share of the Group. In addition, in view of the low
interest rate for the borrowings in the PRC, the Group will continue to
maintain its treasury policy in order to reduce financing risk. The Group
also will adopt prudent capital and financial measures in accordance with
the business development.
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5. Cost Control

in view of the keen price competition in the household appliance market,
effective cost control measure is definitely the key to strengthen market
competitiveness in order to increase profit. Therefore, the Group will
continue to adopt stringent cost control in order to enhance its cost
advantage. Also, the Group will capitalize on the information management
technology to increase responsiveness of every management level within
the Group to cope with the market changes. On the other hand, the
Group will implement various measures such as strengthening internal
management, effective resources management, reducing of excess
wastage and cost effective scale of production to increase profitability.

6. Establishment of Corporate Culture

The management team believes that the entry of the PRC into the WTO
will bring about immense cultural impact when the East meets the West.
Subsequently a sound corporate culture will be a key factor to the success
of the Group when entering into competition with international enterprises.
With reference to the Group's business development, the Group will
continue to adjust and establish a set of corporate values and behaviour
codes, which echo with the Group's long-term business objectives. The
Group's management team intends to cohere employee's thinking with its
corporate culture through different programmed activities, providing a
solid foundation for the Group's future development.
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Last but not the least, | would like to express my sincere gratitude to our
Board, the management team and all staff for their contribution to the
Group's development. Conveying our cordial thanks for the support of our
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returns.

By Order of the Board
Chen Xiao-shi
Chairman

Hong Kong, 10 April 2002
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MANAGEMENT DISCUSSION & ANALYSIS

Industry Environment

A survey Jolntly cendusied by the Development Researeh Centre of fhe
Siele Counell, PRC and Instituiiens reveals thek the eurmant
heuseheld applianes maret in the PRC is undengeing & steagy
develiopment . The uiben market will fosus en e heme of renewal, while
e rurel market will siress en (e theme of pepularzation. Heving
enalyzed e market slivetion ef housshold epplienees in the PRC fer e
wear under raview, fhe management ef the CGreup belicves et the
dormesie meret sompaiiieon s grewing mere intense whilst the priee wer
willl erestieally lower the entire market pries, resuling i & plunge
of prefitebiltty in the PRC's househeld epplianes indusiry.

e cevelopment of demesife air sendiioner market s erterng & meture
sege. n the yeer under review, elthough the summer was rairy end (e
tempereture was reletively low, (s effecting the seles ef alr saneifoners,
he everall perfermense ef the demeste & cendiioncrs was salisfociony
ane the etel predustion insreesed by abeut 28% over e previeus yeer
The keen market competition led (o @ dremete dearsass IR He prise level
ef the el conditiones merket, resuliing in & lowered prof lovel for the
entire indusiry. Foriunaiely, the technelegical advencement in the
precduction of eir cencifoner has substantally strengiened he preduct
in the intermetions) market foliewee by & surge It the
expert business. The tetal rumber ef unls ef alr
8,791,800 units, representing an inersese of ebout 88%
compared o that of last year.

Afer & nearly 20 years ef speedy development, 1 uiben reifigereier
merket I the PRC reeched ever 88% of pencirelion level. Dudng the
weer, @ slight ineresse of abeut 8.6% ever (he last yeear wes receraes for
the demestie refrigerster preduvelion. Desghs the reduetion of selss
velume in the domestic mersel, There wes & repld grawidh in (e expert
sesier. The leigl] number of reffgeraters expertied reachad epproximetaly
4,830,000 unlts, representing an inersese of 1,000,000 units to thet
of lest year end Ghe resull wes eneeureging.
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Even though the domestic refrigerator market in the urban area
appeared to be saturated in the short run, a large part of the rural
market with over 90% of the total population in the PRC has not
yet been explored. Coupled with the continuous development of
emerging technologies such as digital, network and
nanotechnology and their application in the refrigerator, it is
believed that new technology will drive new market demand and
the domestic refrigerator industry will have tremendous room for
development in the future.

The PRC household appliance industry is undergoing rapid
development in the international trading market. Currently, the
refrigerators made in the PRC accounted for approximately 16% of
the total global production whereas air conditioners accounted for
about 30%. The total export of household appliance for the year
reached approximately US$6.929 billion, increased by 23.27%
compared to the same period last year. The trade balance of the
export of household appliances was US$5.151 billion, after
excluding the factor of lower export price, the growth rate was over
30%. With the continuous development of the household

appliance market in the PRC, the corporate competitiveness will
be increased consequently. Since it is believed that the global
household appliance industry will be shifted to the PRC in the
future, which is a resuit of the competitive advantage of the PRC
household appliance industry, the development and export of the
household appliance industry of the PRC will expand at full speed.
It is expected that the household appliance industry of the PRC
will take up an important position in the international household
appliance market.

The Group maintained a stable development during the year under
review in spite of the fierce business environment. It is anticipated
that the competition of the domestic household appliance market
in 2002 will be intensified. The Group has taken this factor into
account and formulated strategic measures to ensure a stable
growth of the Group's business development.
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FINANCIAL HIGHLIGHTS
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Working Capital and Financial Resources

For the year ended 31 December 2001, the bank borrowings of the Group
amounted to approximately HK$535,074,000, including short-term bank
loans of approximately HK$ 518,574,000 while bank deposits and cash
amounted to approximately HK$187,039,000. The Group's accounts
receivable balance as at 31 December 2001 was approximately
HK$300,874,000. Interest protection ratio (the profit before interest,
taxation and depreciation divided by net interest) for the current year was
4.06 times.

Capital Structure

As at 31 December 2001, the shareholders' equity of the Group was
approximately HK$681,677,000, a growth of approximately 13% over prior
year. As at the year end, the debt to equity ratio, calculation based on
total of short-term and long-term borrowings against consolidated
shareholders' equity, was about 0.83, a slight improvement over prior
year's figure of about 0.90.

Banking Facilities and Pledge of Assets

As at 31 December 2001, the Group had banking facilities of
approximately HK$634,896,000 (2000:HK$540,402,000) for overdrafts,
bank borrowings and trade financing. As at the date, HK$535,074,000
were utilized (2000: all banking facilities were utilized). These facilities
were secured by corporate guarantees given by the subsidiaries of the
Company and charges over certain fixed assets of China Refrigeration,
Hualing Air-conditioning and Hefei Hualing with a total net book value of
approximately HK$116,967,000 (2000:HK$184,000,000) as at 31
December 2001.

Employees’' Remuneration Policy

As at 31 December 2001, the Group employed approximately 3,100 full
time management, administrative and production staff in Hong Kong and
PRC. As a structured business enterprise, the Group foliows research
report on remuneration which was conducted by professional consultants
in the PRC to determine employee remuneration based on employees'
performance, experience and industry practice. The Company has set up
share options scheme and provided free housing to part of its staff in the
PRC. Particulars of the remuneration of directors and staff are set out in
Note 6 of the accompanying financial statements.
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BUSINESS

The current penetration of foreign household appliance manufacturers into the PRC market, coupled with an intense domestic
competition, has resulted in a fierce price competition. The entire product price level was lowered and a drop of profits was resulted
for the household appliance industry in the PRC for the year. The unhealthy price competition has lessened the profit margin of the
household appliance industry as the increase in turnover could not compensate the drop in profit level. In the face of the market
competition dominated by price competition, the Group strived to raise products' profit margin by means of business strategies and

effective cost control.
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Air Conditioner Business

Air conditioner business was still the principal source of the Group's profit
contribution. During the year, the sales of the Group's air conditioner
business achieved a steady growth. The number of units sold reached
approximately 465,000 units, an increase of about 10% as compared o
last year. The turnover dropped by approximately 10% and amounted to
approximately HK$1,138,884,000. The price of the domestic househald
appliance products dropped significantly by 10% to more than 20%,
nevertheless the gross profit of HUALING products maintained the same
level as last year's owing to the Group's effective cost control. However,
the change of window-type air conditioners as the major export segment
led to a change of the structure of the Group's air conditioner business,
resulted in a drop in turnover and net gross profit for the year as
compared to the previous year. During the year, the sales of window-type
air conditioners accounted for 22% of the entire sales volume,
representing a significant increase of 12% over the same period last year
while that of cabinet-type and split-type accounted for 78% of the entire
sales volume, representing a drop of 12% over the same period last year.
Since the general price level has decreased, the profit attributed to air
conditioner business was then weakened.

Overseas Export Market

The major export regions of the Group's products are Europe and North
America. Following last year's growth, the total export units of air
conditioners during the year increased by approximately 110%, reached
approximately 130,000 units. Since the Group has put great effart in
exploring overseas markets in recent years and invested a lot of

resources, the overseas sales network is getting more mature. The export

business of air conditioners achieved a very promising result. Currently,
the overseas markets include Europe, North and South America, South
East Asia as well as Japan. The export orders for air conditioners
increased significantly for the year because of the high quality and
reasonable price of HUALING products.
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1999 32,000 52,000 148,000 232,000
2000 42,000 90,000 290,000 422,000
2001 102,000 74,000 289,000 465,000
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Turnover of Air Conditioner

(000 unitsy Sales Volume of Air Conditioner (HKS Milior)
(F4)
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500 1,400 =
485
s8or 422 1200k _ten
400 - | ' : !
3 1,139
350 - i 1,000
300 |- 1 824
! 0] S —
250 . ! |
200 | * Increased 10% compared with 600 = ;
! revious
' . Pt year . ) » Decreased 10% compared
150 . , LEFER10% 00 | i with previous year
400 b= ! : .
100 = * Average annual growth rate by . HEFTH0%
[ reached 50% from 1889 - 2001 i « Average annual growth rate
50 ! b= N
L R 1998 E 001 = FELR50% 200 R reached 19% in past 3 years
- X
1999 2000 2001 0 1999 2000 2007 BEFTHEEERI%

For years ended 31 December 1989-2001
BE 1909 ZN1F12ANALER

For years ended 31 December 1899-2001
HE1990FZ00E2ANBLTFE

The PRC Meaerkst

B

BERSEEUETY  METHETELI -
RENBRESRERZBBRERAT 7% - 08
2860008 - GREGTERELEISRAESZ
RHER - EBEETRNARBHRSHES -
RS EUBRS NIRRT - B -

frem the Inereass in Aumber of new predueis and the enpension
of markal share, The sales velums ef alr conelioning precusis n e PREG
Increased by 17%. readhing appredmaisly 284,000 urits during the yeer.
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Burng the yeer, the perfermenes ef the Greup’s demestie alr cendiiiener
OEM tusiness was et seifisiaciery. The sales velume erepped by
eppredimalsly 58% as compared to the same lest yeer, wiish
gmeuniee to eppresimetely §7,000 urtis. it was becauss e CEM dients
ef the Creup stered to estelblish thelr for predusiion during the
yeer, 86 the demeane for the Grewp's el OEM procduets slid end
e perermenss ef the QEM air business wes
greally effectee. Hewsver, sinee the eguipment ef he rew fesieres of
forewn hevssheld epplianes custemers on menufasiuing
simple end smelleized maehines while large-sized machines were sl
menuteciuree by means ef OEM., Thersfere, the Group continued to
manuieeiure Suligiyueland) gy condifeners, wiish
were of higher gress preft, fer the brewn househeld apeliancs clents.
Therefere, The gross margin of the Group's CEM mmarket for
air condiiensrs Inorsased es comparsd o ther of last year

Sales Volume by Markets of Air Conditioner
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1899 193,000 21,000 18,000 232,000
2000 243,000 62,000 117,000 422,000
2001 284,000 130,000 51,000 465,000
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PROSPECTS OF
AIR CONDITIONER
MARKET

The menegemaent ef the Greup belisves that here is @ dese (e between he el condifener business merkal and e ceconemis
evelepment of tie PRC. With the conlihveus imprevement ef peepie’s living stendards, the demand for air condifoners will B
- grewing aeserdingly. The prespeets of the air coneifoner industny is very eptimistie. In spie of the fact (et the popularizeatien f air
cordifening preducts keeps on nereesing, the pepulerizatien rele of air-condiiensrs in the uhan erea of (he PRC maintains et
200Ut 35%. wiilis the, rurall meriel &5t 2t the. Infant stage. Therelere, It is. believed el fiere is. remendeus roem 6f CaVRIeDARERL -« s mwrwm.—]
in the alr conclioner Incusiry in the PRC. ' T R

In view of this, the Group will proactively selzs the cpperunities arsing from the PRC's entry to the WG, The Greup will
strengthen the eehnical it Intemational hevsshele applience comperations, urher impreve the quallly arnd profile of
the air condiioners se &s (o selfsly the changing demane ef the megskel. [ the meantme, tie Croup will ully uiilize is edvantages
In &l kinds ef reseuress end o esiablish @ mere extensive sales netwerk. In ecdiien, customer serviess of intemalions! siencar
will be implemenied in ereer to provids the custemers with the best produet services and fo furiher expand the Group’s martet
shars in the PRC. The Bear enticlpaies thet, caplelized en the aforementionsd sggressive market siretegies, the Greup's air
eeneiiener business will sehieve & betier peformanss,




BUSINESS PERFORMANGCE

Refrigerator Business

During the year under review, the Group's sales volume of refrigerator
business increased by approximately 10% in comparison to the
corresponding period last year, amounted to approximately 665,000 units.
Turnover decreased by approximately 6%, amounted to approximately
HK$511,864,000.

Overseas Export Market

The Group continued to expand the business in the PRC for the year
under review, and aggressively explored overseas markets at the same
time. The refrigerator business achieved stable development. Total export
volume of refrigerators reached approximately 250,000 units,
representing a 4% increase as compared with that of last year. The Group
has implemented effective cost control that brought about a similar gross
profit level of refrigerator to that of last year, though the export price
decreased against previous year.

The PRC Market

During the year, the sales volume of HUALING refrigerators in the PRC
increased by approximately 16% amounted to approximately 336,000
units, in which mini-refrigerators substantially increased by approximately
113% whereas refrigerator decreased by approximately 16%. Due to the
excess supply of the refrigerators in the PRC provinces and the rural
markets have not been fully explored yet, coupled with the fierce price
competition, the price level of refrigerator remained low, which gave rise
to a sluggish performance of refrigerator business. However, the effective
cost control made gross profit level of refrigerator business remained
unchanged in comparison to that of last year.

OEM Market in the PRC

During the year, OEM product sales volume amounted to approximately
79,000 units, representing approximately 3% increase against last year.
Since the Group possessed large-scale hardware facilities, superior
research and development capabilities, quality management coupled with
good reputation in the industry, orders remained stable which recorded a
stable growth in OEM refrigerators.

Sales Volume by Refrigerator
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Turnover of Refrigerator

DRFEEHER

* Sales quantity increased but due to
the drop in product price level,
tumover decreased subsequently
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* Decreased 6% over previous year
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* Average annual growth rate
reached 21% in past 3 years
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Sales Volume by Markets of Refrigerator
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] £ &k Bl al an
- 1969 208,000 a 122,000 330,000
N 2000 280,000 77,000 240,000 807,000
. 2001 338,000 79,000 250,000 665,000

[l Overseas Market

For years ended 31 December 1959-2001 PRC Market
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Prospecis of Relrigerator Markst

Indusiry players expest there will be &t lzast 3,000,000 refigeraiers facing the demand of reglecing fie old medels with Aew
enes. The ceming yeers will be anciher peealk for the develesment of refigeraier marel, The Greup will graspe tie epperuniies
ersing frem the restrusivre 6f refiigarater industry and produst imprevement, end expand the Group’s markel share by meens of
market-ereniion. AL hhe same fme, the Creup will gllocats resouress and Incorperals advansed ehnelogy te enhanse e
Group’s cere ehnigues &f refgeraler procduetion end produet quality so es o atirest more cuslermers. The management of the
giffeciad by the PRC's entry o e WTO, and in tumms sirmulating the rurel reiiigersier merket, the PRC's refigerater Indusiny will
eenffive t prosper and beeome mers eralienging.
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QOverseas Export Markst

in the of intermeiienal household epplianes merket,
e menagement ef fhe Graup reelizes thet leunehing high euvality
prociuels o salisfy overseas eensumers s an Imperant slement in
esplorng market and achieving the goal of maret
eiversifieetion. In view ef Tils, the Greup aggressively developee
he eversees markets curng the year by contfrveusly erheneng
{he qualily and teehnigues ef expert predusis. Meanwhile, the
segle of teehnelogiesl ressarsh and development in exper Tading
and preduct were glse enlargee, thus giving fse te a seble
grewth In expert business.

Buring the yeer, In spie of e inflvense of ceonemis dewnium R
EBurepe ane Amedes, witich lad o fower and deley of erclers from
hess countries, the Grevp's expor performance remeinee
selisfectiony. The tetEl velume ef reffigerator and alr
eencifiener reeched sppredmeiely $80,000 unlts during the yeer,
representing eppredmetely 26% inereese over (e year. Expert
velue reashed epprexdmaiely USB4A4,447,000, representing an
increass ef appradmately 12% ageinst lest vear. OF wiish, alr
business readhed eppresdmaiely USER22,252,000,
represening an inereese of epproximetely 9%. Fer
business, exper velume reached epprosimetsly 260,000 unis
Auring the year, inersased by epsroxdmately 4% e compared with
e eerrespending last yeer. velue
eppresimetesly USS22,198,000, reprasenting an inereess of
approsdmetaly 18%.

The Group hes aciively parfieipates in inflventel intermetional
afiibitons such s Cerman Applienee Exhibifen,
Chire Intemetionsl Heussheld Applianes Exhibidion, Shenzhen
Intermetionel Heuseheld Applianes Bxdhibiien and Guengzhou

® enhenes e Croup's recegniien In internetionel
epplience mere! and furher strengiiien the feundation
in explodng merEts,

BHBREBER - &8
HmEBSE i
ALJ_? @f\ﬂ“ P Mﬁlié@rﬁ
@gﬁ@%jﬁﬂ BREE - FRRI - IR
ErEEEARERERNTEZEE - IDRE
DESHNRENREE ERERTREDIEZR
HOESBRBTHERANEE  CTMBRNDEE

RERSEE-

of%%ﬁ@i&%ﬁ
REBRSENTHE BF ‘
ATZBE o IE &ﬁ% E%m”:%“ w2k g
Ejé@@qo 000% » LEER DL NO26%
HEEREEM6,647,00087% » BEE
Fr12% - EEPEEHEE H5{54922,262,00055
%%ﬁmjﬁm@MwWﬁﬁwﬁ@o%
%*%ﬁﬂ£%@w>ﬂ
iﬂ%@ﬂ%@@M_ BEEEFH

B 5 B
ﬁ}“ﬂd«g’

v

%;‘:\ E}n




Qop{a‘%—,---...

F99

Cverall Operational Performance

During the yeer under raview, the Grevp underwant @ fieres market
sompaiion. In erder to enlerge the market shere, the Group
implementad stingent cost eentrel and queiily cenivel 2ns adepted
preactive merket sretsgies. The Croup was dediczied to ecrhanes e
Interne) eperation eificiensy to achieve (he goal of comperats growil,
wirich eeule further faslitake e Creup's future development,

Stringent Cost Control

Sinee e technigue and meret of househeld applienses in the PRC
ans getiing mere maiure whilst everseas enterprises of clectreal
appliances ers else aggrassively explordng the PRC market, the flerse
eompsiiiten lurther lower fhe preduet press. The Greup belleves trat
e shvetien will persist in the eoming year. Cost acvaniage is the key
to sveesss IR erder (o susiein In this compeiifve markat. In view of
e, the Group furtiher edepted cost centrel in the arsas of produsien,
procurament. researeh ane develepment and warehouse Mansgement.
The result wes saisfacterny. Furhermmere, (e Greup achisved eeonamy
of seale in purehesing by saifing up & purchasing platierm, Hie
reffigereter end alir condifener unt: cest furiher cecreased by 6%
during the year. on tep of 8% deersase in fast year, end s

the priee compatifvensss of the Group’s products and
axgand the profit petental

Enhence Operating Efffciency

The aferementiened cost cenire) measures are he keys o suvive,
witile the everell eperaing efelency will be the enterprise’s key ©
strengiinen the sherdng ef reseurces angd infermeaiieon, the Group hes
eooperated with the renewned 1T ertermprse in the PRC, Legend
Heldings Limied, o implement (e Enterprise Reseurse Plenning
PERP") Bystem for the Croup's &ir sonditioner business. The current
pregress is selisfecteny and the intiel phase of the implementation will
cempletee In fie Arst half of 2002. The eperaiion will star after ke
completion ane the ERP System will bs implemented te the reirigerater
business efterwerds. In the meentims, Tie CGuengzhev Munieisel
Gevernment has subsicizes RMB 1,700,000 to the ERP System. The
seffing up ane implemenietion ef the ERP System could impreve the
overell cerperets menagement standerd ane the disseminaten ef
infermetion in produetion, supply seles, precurament and fnensiel
gepeets. The Sysiem eould else enhenes te Mansgement's decision-
meking eificiensy and srengiien (e Graup's competitiveness,
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Effective Markst Exploration and Management
of Distribution Channels

The Creup was commiitied to strengthening the sales during the
yeer. The Crevp elifseiively contrelied the cost and the distibution
chennels to fecllitate he marke! exgloraiion. Wih respedt to fhe demestie
markes, he Croup’s sirelegy was o cospereie With seme locs)
distributers loseted In ereas where helr eendifions are metured already,
ane set up jelnt veniures. The Greup ceuld then jeintly ene
manage e reglone) diswibutien netwerk with (e pariners, leeding (e &
eutin ane & elirset of selies ehennels Wifmeatsly.

Enhance Product Development

The menegement team ef the Greup belleves thet with the ever-maturdng
hevseheld applienes teehrigues in the PRC, and the diferentetien ef
teehnigues, witleh in Wms the of mew precuss,
will b the key (o enhenes the cempetive adge of predusts. I view of
fils, the Crewp hes fully vilized the ecventages f iis current reseuress,
couphesd with the opereting approach of “low cost combined with produst
diferentielion® The Group Invested RMB 86,000,000 in cxpending the
seaie of resceareh ane e technical level, and sefisfactory resulis was
ebained. Durng the yeear under review. The Guangzhey Municizel
Cevermment hes placed & high degrae of imperenss on (e Craup’s
ftechricsl development, end subsidizee RMB 1,100,000 (e the Creup in
ereer (o fecliiete produst researsh &nd The Greup
ceveioped and levnched 82 new predusts inte the meret during the yeer
with & setfsfeciony results echieved. Curently, e Creup 188
medels and 121 i meckels, forming seversl ters
eff eemprising high, medivm ane lew produet periilies.
The competitive of HUALING preduels has enhianceds
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Value-acded Fuman Resources

The Group has been commited o the comersie eullurs of "peeple, the
mest valueble reseurees of an entemrise” end has censtantly ergenized
en-the-eb raining for the empleyess. aming (© enhance employess’
eehniea) knew-how ane o Aurure elites, The Greup hes emphesized the
of “right persen for the rght post® and has adepiad he medem
menagement model. Reasenzble, falr and epen assessment
sehere hes been esteiblished to catalyze emplovees’ weorking afifivee
and faciiteis (he eperating efeleney:

- I the yeer urder review, the Group resruiied Manegement experise and
professionel techricdans from fhe PRC and oversess constanty. As &t
Decsmber 2007, the peresntage of senier Managemant wihe has ebained
8 mester degres reasherd 78%. Threugh the systemetie relning sehems,
e quelity of empleyees will beecome mere professional and mueh
younger: The Creug's humen resourees foundaiion has thus been
conseliceise,

| Esteablish Corporate Culture

- The manegement team believes thet & sound cemperets eulture will be @
key compenent lo strengihen the CGreup's fulure ezvelopment. In ine will
e Greup's Gevaiepment srategies, the Broup reslirusivured s comporate

- ieology during e yeear based on the curment comerals sulture. The
Crovp elze proactively sirengivened the estelbiishment ef cermporate
eulturs threvgh verdeus eciivities se thet the employees weuld heve &
ceeper uncersieneing of the Grewp’s geal, value ang
eperaiions! ideclegy: The empioyees would (hen perforied aseerdingly
and halped supper: ane ulffll the Grup's business sirategies and
sorperets goel.




Bio-data of Directors & Senior
Management

Executive Directors and Senior Management

Mr. Chen Xiao Shi

Aged 48, is the Chairman of the Company. He joined the
Company in 1997. He is an economist with Master of Business
and Administration. He has over 26 years of experience in
corporate and financial operation management.

Mr. Liang Wei Wen

Aged 35, is the Finance Director of the Company. He joined
the Company in 1997 and is responsible for financial
management. He is a certified public accountant in the PRC
with Master of Business and Administration, He has around 16
years of corporate and financial management experience.

Ms. Liang Bao Ping

Aged 49, is an economist and joined GZITIC in 1991, She is the
Director of the General Manager’'s Office of GZITIC and the
Managing Director and General Manager of some of the
subsidiary companies of the GZITIC Group. She graduated from
South China Agricultural University. She has over 21 years of
experiences in administraftion and management.

Ms. Ye Zhen Wen

Aged 84, is an accountant. She is the Deputy General
Manager of Hualing Air Conditioning since December 1997. Ms.
Ye has over 22 years of experience in corporate and financial
management, She graduated from BitEEAZ (Professional
Accountants University). She joined China Refrigeration in 1985.
Besides, she had worked for another company listed in Hong
Kong in ¢ managerial position for three years.

Mr. Chen Hui

Aged 35, is an accountant. He joined the Company in
December 1997 and is employed as the Financial Conftroller of
several subsidiary companies of the Group. Mr. Chen
graduated from Northeast University of Finance and
Economics. He has over 9 years of experience in financial
management.
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Aged 68, s the President of Guangznoy Ught In il
Produets Irpert & Expeort (Group) Cerperation and he Vice

Chalrinen of Guangzhou impert & Expert Chamiber of
Cemmerce. He has over 82 yaars of Monagement experience.

M3 8}3@@@ Xingival

Aged 39, s the General Manager of Guangzhou Balyun
Agricuiture Indusiry & Cormmeres (Eroup) Cerperation. He has
over 17 years of experience In corporgte Management,

Wz g Cheeng Lam BB

Aged 88, is the Director of Hi-Q Home Applionce Company 68 5 VE il
Umnited. He has ever 17 yecrs of experence in the paging 17% &

business.

IMChenlYulHalha HeEmas

Agea 40, is an econemist in PRC. Mr. Chen has over 10 yeors in
corpergte MEnagement euperence.

W, barn Ming Yurg

Aged 38, it @ Nen-execuiive Directer. He graguated from the
Sehool of Law of Shangha! Eastem Chinese College of Politics
ane Jurigorudenee in 1986 and wos owarded the degree of
bochelor of low Mr. Lam stered practicing lew In 1987 in
Fujion Province in the PRC, and moved o Heng Keng in mid-
1993. He wos registered os @ foreign iawyer with fhe Hong
Keng Law Seclety in 1996, and s now progiicing as @ senier
legal consuliant of PRC Corporcie Securiiies In ihe Homng Xeng
office of Brown & Weod.

Wiz e Wing Serg, Vineemt

Aged 86, s the senlor pariner of Gallent YT. Ho & Co.. soliciiorns
ang Notaries. Mr. Lo Is @ seliciter of Hong Keng, @ Netary Pulblic
end @ Chine-Appeinted Aftesting Officer,

Mk Chan Wl Pune

Aged £9, s o cenified public acceunient preeticing in Hong
Kong and i fihe monag mg director of Chares Chan, lp & Fung,
CPRA Umited. He has over 23 years of experience in faxation
and eeceuniing 7 Heng Keng.




Report of the Directors

(Expressed in Hong Kong dollars)

The directors are plecsed to present their report fogether with
the audited financial statements of GZITIC Hualing Holdings
Limited (the *Company”) and its subsidiaries (hereinafter
collectively referred to as the “"Group”) for the year ended 31
December 2001.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. Its
subsidiaries are principally engaged in the manufacture and
sale of household electrical appliances, which include
refrigerators, air conditioners and mini-refrigerators. Principat
activifies of the Group’s subsidiaries are set out in Note 3 fo
the financial statements.

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 December 2001, the aggregate amount
of turnover attributable to the Group's five largest customers
represented less than 30% of the Group’s fotal turnover. The
aggregate amount of purchase from the Group's five largest
suppliers represented less than 30% of the Group's total
purchases (not including capital expenditure).

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2001
are set out on page 30 of this report.

The directors do not recommend the payment of a dividend.

RESERVES

Movements in reserves of the Group and the Company during
the year are set out in Note 29 tfo the financial statements.

As at 31 December 2001, the Company had no reserves
available for distribution to its shareholders (2000: nil).
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The Company haos net declared any interim or fnal dividend
fior fhe \/@@? (2000: rily

Detalls of the mevement in shars coplial of fhe Company are
set out in Note 28 fo the financial staierments.

Detai’s of the Company’s share optien scheme are s&i out In
Nete 30 fo fhe fnancial staterments.

Nefther fhe Company ner any of fs subsicieries hod
purchesed, sold or redesemed any of ihe Conmpany’s listed
ghares during the yeor ended 31 December 2807,

v

There Is ne provision for pre-ermpiive righls under the
Cempony’s arficles of cssosiolion end {ﬁﬁfév@ Is Po resiriction
againgt such rights uncler the lews in he jurlsdiction in which
ihe listed lssuer is incomoraied or offierwise oﬂ@“\]@h@@

The direcitors wihe held office during ihe year end up to the
cate of ihls report are:

CREN Xiao Shi (Chalrman)

LANG Wel Wen

LANG Beo Ping

YE Zhen Wen

CHEN Hui

LU X1 Be®

ZHANG Xin Hue®

CHEN Yu Hang® (eppointed on 16 August 2001)
NG Cheong Lam” (fesighed en 2 Jenueary 2002)
LC Wing Seng. Vincent®®
CHAN Wai Dune®®

LAM Ming Y ung*®

? Nen-executive Direciors
v Independent Non-exeeufive Directors




Report of the Directors
(Expressed in Hong Kong dollars)

In accordance with Article 91 of the Company’s Arficles of
Association, Mr. Chan Wai Dune, Mr. Zhang Xin Hua and Mr.
Chen Hui retfire by rotation and both, being eligible, offer
themselves for re-election at the forthcoming Annual General
Meeting.

Non-executive directors are subject to retirement by rofation in
accordance with the above clauss.

DIRECTORS' SERVICE CONTRACTS

No director has an unexpired service contract which is not
determinable by the Company or any of its subsidiaries within
one year without payment of compensation, other than
statutory obligation.

DIRECTORS’ INTEREST IN SECURITIES

As at 31 December 2001, the interests of the directors of the
Company in the equity or dept securities of the Company and
its associated corporations (within the meaning of the
Securifies (Disclosure of interests) Ordinance (the “SDI
Ordinance”)) as recorded in the register required to be kept
pursuant to Section 29 of the SDI Ordinance or as otherwise
notified to the Company and The Stock Exchange of Hong
Kong Limited pursuant to Section 28 of the SDI Ordinance and
the Model Code for Securities Transactions by Directors of
Listed Companies (the "Model Code") were as follows:

| i

'Director

|E=

'Chen Xiao Shi v
‘Liang Wei Wen RIEX
Liang Bao Ping RIRF
(Ye Zhen Wen EEX
Zhang Xin Hua SRETEE
Chen Hui e

EEEHS

(BB BER)

RREHEBEREIR  BREREL RFERL
ERBEEFERESR  REUES2ERRE
EEREZRERAFRERIEET -

BEALER  FRTESEERESR -

EEREEN

BEEEERLNRRETAMBERTET RN
BECZEBERINITER-FRRLEZRE

BH -

EEzRhTER

RIBE-E+A=+—8 AQFEERK
REREMBLRZBRABETBERE T
EEZASERERBEFEMNE2EBNEL A
RERBARSFERLT - ARBEAEESE
BlE28IRESENZIEN Frie r B2 ML - HIRE
EELTRUNLELTRAREZERTESR S 2EE
FHBAEALRREEHMEATSMARASE - &
EENT

Number of shares held J
BEzZRORESEE ‘

Family Corporate .
interests interests interests
IS Tl

2,800,000 — —
2,100,000 — —
1,000,000 — -

500,000 - — |
2,100,000 — —
1,000,000 — -

Personai

As at 31 December 2001, the register of substantial shareholders
maintained under Section 16(1) of the SDI Ordinance showed
that, other than the interest disclosed above in respect of
certain directors, the folliowing shareholders had a beneficial
interest of 10% or more in the Company:

ROZEB—F5+_A=+—B BESHLHE
HEAEIBMNBEEEMBRINIERREEMEH
Br BEXHBEETESZESIN TR
RREALEDBITRAI0%RMA EZ2ER

Name of shareholder
| &8

'Guangzhou Infernational Trust and

Investment Corporation ("GZITIC") (TEMERED

| Guangzhou Baiyun Agriculture Industry &

Commerce Corporation HES/NE]

BENEERERTH

BMNBERELRERT

Number of Percentage of '
shares held shareholding
B BROLH
670.076,808* 48.5%
162,960,000 11.8% |

* 590,076,808 shares were pledged as share mortgage in
exchange for a loan facility of US$20,000,000 fo GZITIC and were
registered under the name of Bright Asia Assefs Ltd., a nominee
shareholder of the lender.

- H 590,076,808 R C BN HEIERRELRE
LR 13 8] B Ji] (5 FEFB £ 8920,000,000% TR E
BE HEZEREAEAZEZERFBright Asia
Assets Ltd. AT




The Cempany has ¢ share opften scheme unaier wivieh it moy

grant opiions to execuiive @?@f“irOffS anel er

Group o suloserios for shares 'n ihe Ceormpeny. Details ef the
scheme are set out in Nefe o@ te the fnoncigl sta f@(ﬁ’“@ﬁ\’@ The

share epiiens held by arnd granted %o the Cormpeny’s direciors

during fhe yeor cre as folie

i

Exercise  Oufstanding

Bate of Exercise price at

Name of director gront period per share 17172001

S BFEH TEER SROERE FNHE

Mr. Chen Xiao Shi BB 5/7/2000 5/7/2000- $0.211 2,800,000
44712010

Mr. Liang Wei Wen ZiEY 5/7/2000 5/7/2000- s0.21 2,100,000
4/7/2010

I Ms.liong Bao Ping ~ ZR¥ 5/7/2000 5/7/2000- $0.211 1,000,000
4/7/2010

Ms. Ye Zhen Wen EEX 5/7/2000 5/7/2000- $0.211 1,000,000
4/7]2010
Mz, Chen Hui BB 5/7/2000 5/712000-

( 4/7/2010 $0.21 1,000,000

Mr. Liu Xi Bo 2BE  30/91997 30/9/1997- $0.930 1,000,000

’ 30/9/2007 _

17/2/2000 17/2/2000- $0.244 2,000,000
17/2/2010

5/7/2000 5/7/2000- S0.211 1,000,000
4/7/2010

\ Mr. Zhang Xin Hua REE 30/9£1997 3019/1997- 50.930 800,000
307972007

5/7/2000 5/7/2000- $0.21 2,100,000
47/2010

MrNg Cheonglam @& 30/9/1997 30/9/1997- $0.930 1,000,000
307972007

17/2/2000 17/2/2000- §0.244 2,000,000
17/2/2010

5/7/2000 5/7/2000- $0.21 1,000,000
4/7{2010

i Mr. Lo Wing Sang. BRE 17/2/2000 17/2/2000- $0.244 2,000,000
Vincent 17/2/2010

5/72000 5/7/2000- $0.211 1,000,000
4/7/2010

Mr.Chan Wai Dune i 17/2/2000 17/212000- 50.244 2,000,000
17/2/2010

5/7/2000 5/712000- §0.21 1,000,000
477/2010

MrlamMingYung  #HEEE 177212000 17/2/2000- $0.244 2,000,000
17/2/2010

5/7/2000 5/7/2000- $0.211 1,000,000

4/7/2010

Granted

during
the yeor
AERF

!

Exercised
during
the year
REFE

2,800,000
2,100,000
1,000,000

1,000,000

1,000,000

2,000,000

1,000,000

2,100,000

2,000,000

1,000,000

2,000,000

1,000,000

Number of share opfions

RREZE
Lapsed/
cancelled
during
the year
RERR/
BH

Outstonding
of
31/12/2001
ERBE

1,000,000

800,000

1,000,000

2,000,000
1,000,000
2,000,000

1,000,000

|




Report of the Directors

(Expressed in Hong Kong dollars)

Save as disclosed above, the Company has no notice of any
inferest to be recorded under Section 29 of the SDi Ordinance
as at 31 December 2001,

Other than as disclosed above, at no fime during the year was
the Company, fellow subsidiaries or holding company, a party
tfo any arrangements fo enable any of the Company’s
directors to acquire benefits by means of the acquisition of
shares in, or debt securities (including debentures) of, the
Company or any other body corporate, and none of the
directors, their spouses or their children reached the age of 18
had any right of subscription for the securities of the Company,
or had exercised any such right during the year.

DIRECTORS’ INTERESTS IN CONTRACTS OF
SIGNIFICANCE

No contracts of significance in relation to the Group’s business
to which the Company or any of its subsidiaries was a party
and in which any directors or members of the management of
the Company had a material interest, whether directly or
indirectly, subsisted at the end of the year or at any fime
during the year.

DIRECTORS’ INTERESTS IN COMPETING BUSINESS

At 31 December 2001, none of the directors of the Company
have interest in competing businesses required to be disclosed
pursuant to Rule 8.10 of the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited
("Listing Rules™).

MANAGEMENT CONTRACTS

No contracts concerning the management and administration
of the company were entered into or existed during the year.

PENSION SCHEME, PERSONNEL AND PAYROLL

The Group employed approximately 3,100 full time staff (2000:
2,500 staff) in Hong Kong and in the PRC. Total salaries, wages
(including full fime and temporary staff), bonuses and pension
contribution for the year amounted to approximately
$92,285,000 (2000: $84,908,000).

Particulars of the Pension Scheme of the Group are set out in
Note 36 to the accompanying financial statements.
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- D@?@ Is of fhe Company’s subbsicianes ond associales as aif 1
D@@cmb@f 2001 ore s2f outt in | Netes 16 ane 16 respectively, fo =
ﬁh@ financlal siatements.

Buring the year, the Group eecquired cerfaln plant and
eculpment emeunting fe $46,700,000 to expand its produciion
- cepocty for monufigeiuring of househsold electrical
. cppliences. Oliher delals of he moverment in fixed assels ongd
_ Investrent properiies are sef out in Netes 12 end 13 o
respectively, fo the financial siaiements.

- Partfculars of bank loans and oiher bemawings of fhe
Company end the Group s ot 31 December 2001 are set out
I Noﬁ@@ 25 ond 26 fo the financlel statements respeciively.

Defalls of e Group’s contingent lickllities as af 31 December
2001 ore set out in Note 37 to the Inancial statemants,

The releiied © p@ﬁv W@ﬁ@@dr“@m@ q m@@@ in Note 31 fo the
~nanelal steterments constituted fhe connected fransoctions
~ undler Chepter 14 of fihe Usiing Rules.

‘The indepencient hen-exscutive direciors of the Company
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Report of the Directors

(Expressed in Hong Kong dollars)

With regard to the connected fransactions of the
Company referred to above, the Company confirms that
to the extent reguired under Chapter 14 of the Listing
Rules:

() it has set out the requisite details in this annual
report; and/or

(i) details of such transactions have been published in
porevious announcements in cerfain newspapers in
Hong Kong; and/or

(i) such transactions have already been approved by
the independent shareholders of the Company at
shareholders” meeting of the Company, and/or

(iv) such transactions are subject 1o the waivers from
compliance with relevant connected transactions
requirements previously granted by The Stock
Exchange of Hong Kong Limited.

FIVE YEAR SUMMARY

A summary of the results and of the assets and liabilities of the
Group for the last five financial years is set out on pages 79 1o
80 of this report,

COMPLIANCE WITH THE CODE OF BEST PRACTICE

The Company has complied with the Code of Best Practice as
set out in Appendix 14 of the Listing Rules throughout the year
covered by the annual report except that independent non-
executive directors are not appoinfed for ¢ specific term as
they are subject 1o retirement by rotation and re-election at
the Annual General Meeting of the Company in accordance
with the provisions of the Company's Articles of Association.
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The finenslal statements have been audited by Ariur
Andemnsen & Co.

The reglsier of mermibars will b clesad from 10 June 2002 te 13
June 2002, lboth deays inclusive, during wihich pered ne
rensfers of shares will lbe efected. Ceniral Regisiration Heng
Keng Umited s the Company’s Regisirar for regisiratien and 8
located et 171 Floor, Hopewell Cenfre, 183 Queen’s Road East,
Rong Kong.

On behalf of the Boord of Directors

chen 2ae Skl
Chairman

Hong Keng.
10 April 2002




Auditors’ Report

TO THE SHAREHOLDERS OF
GZITIC HUALING HOLDINGS LIMITED
(Incorporated in Hong Kong with limited liability)

We have audited the financial statements on pages 30 to 78
which have been prepared in accordance with accounting
principles generaily accepted in Hong Kong.

Respective responsibilities of directors and auditors

The company’s directors are responsible for the preparation of
financial statements which give a frue and fair view. In
preparing financiat statements which give a tfrue and fair view
it is fundamental that appropriate accounting policies are
selected and cpplied consistently.

It is our responsibility to form an independent opinion, based
on our audit, on those statements and to report our opinion to
yOu.

Basis of opinion

We conducted our audit in accordance with Statements of
Auditing Standards issued by the Hong Kong Society of
Accountants. An audit includes examination, on a fest basis, of
evidence relevant to the amounts and disclosures in the
financial statements, It also includes an assessment of the
significant estimates and judgments made by the directors in
the preparation of the financial statements, and of whether
the accounting policies are appropriate to the company’s
and the group’s circumstances, consistently applied and
adequately disclosed.

% 8K 6 ¥ &

)
ANDERSEN

Arthur Andersen & Co
21st Floor Edinburgh Tower
The tandmark

15 Queen’s Road Central
Hong Kong
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We plannee ond perfermed eur audit s as o olbialin all fihg
Informertion end explenations whiech we censidersd Recessary
in ercer fo provide us with sufficient eviclenes te give
reasoncble agssuronee @ fo whelher the inancicl statements
are from material misstetement, In ferming eur cpinion we
also evaluated ihe overall aeeguecy of fhe presertation of
Infermeiion in he frenelal stotements. We belleve that our
euchi provides @ reasenciole bosis for eur cpinien.

In owr epinien fhe financlal siatements give @ true and falr
view of fhe stete of afftairs of tihe company and the group as
et 31 Decemibar 2001 ond of ihe profit and cesh flows ef the
eroup for ihe yeear then ended ond have been prepery
prepeared in aecordance with fhe disclosure reguirement of
the Heng Keng Compenies Ordinance.

ARTHUR ANPERSEN & 0
Cerfified Public Accountants

Hong Kong,
10 April 2002
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Consolidated Income Statement ol
For the year ended 31 December 2001 BE_ZEZ-F+A=Z+—HLEEE
(Expressed in Hong Kong dollars) (BB aEf)
I Note 2001 2000
BiaE $°000 $°000
{ Fx FT |
(Note 38) |
| (Ht3£38).
Turnover e 3 1,650,988 1,815,247 |
i
Cost of sales ERHEERE (1,216,590) (1,342,884) |
| Gross profit ERHEEA 434,398 472,363 |
- Other revenue HEEBEA 4 32,848 28,597 |
'Distribution costs HEEHA (244,776) (217,707 |
i Administrative expenses BEER (149,327) (149,235)
|
 Profit from operating activities AT 73,143 134,018 ‘
Finance cost MBER 7 (36,613) (35,356) ‘
| Share of profits (losses) RGBS N B R E
| of associates (B’ 70 (1,742) |
|
‘ Profit before tax TRATF)E 5 36,600 96,920 !
[
Taxation A 8 (13,689) (895) |
J Profit after tax HierE 22,911 96,025 [
'Minority interests DB RS (12,152) (5.636) |
' Profit attributable to shareholders R L F)E 9 10,759 90,389
'Earnings per share - basic and diluted  &REF -EAREE 1 0.8cents 7.7cents |
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Non-current assets
Fixed assets, net
Investment properties
Construction-in-progress
Investments in associates
infangible assets, net
Other non-current assets

Current assets

Inventories, net

Accounts receivable, net

Due from the ultimate
holding company

Due from related companies

Prepayments and ofther
current assets

Pledged bank deposits

Cash and bank deposits

Current liabilitles

Provision for staff welfare and bonus
Due to related companies

Taxes payable

Accounts payable

Accruals and other liabilities
Short-term bank loans

Other short-term borrowing

Net current liabilities

Total assetls less current liabifities

FRBEE
EEEEFE
REDE
EEIR
REERBIZIRE
EWEERE
HtERBEE

REEE
FRFE
RURRFE

ety YN
e B B

ANERREMRSEE

BERRTER
B4 BRITER

iR
FERHEBER
FENRRE LT
fEftE

FEASER IR
BRBAREMEE
RHRITER
HAb e a5

RBARRE

HEERRBDRE

Note
ootz

12
13
14
16
17

18
19

20

21
22
23
24
25
26

2007 2000 ]
$'000 $°000 |
Fx Fit
(Note 38)
(Hi ££38)
570,848 460,401
168,000 181,000
12,042 67,561
25,596 22,994
21,877 7.787
1,577 17,781
800,040 757,524
635,241 626,971
300,874 201,263 |
- 13,447
3,117 205
84,078 99,147
- 23,178
187,039 171,367
1,218,349 1,135,668
15,155 13,276
20,174 14,032
28,515 61,600
451,900 423,343
213,799 220,434
518,574 457,430
30,000 — |
1,278,117 1,190,115
67,768 54,447
752,272

703,077J




Consolidated Balance Sheet SRBBEAER

As at 31 December 2001 RZBEE—F+ZE=+—H
(Expressed In Hong Kong dollars) (ABEREN)
Note 2001 2000 |
BisE $'000 $°000 }
Fx F |
! (Note 38) i
f (F13x38) |
'Non-current fiabitities FRBRE |
. Long-term bank loans EHRTER 25 16,500 82,972 !
|
|
16,500 82,972 ‘
|
‘Net assets before minority interests LCHRRERF s BAETE 715,772 620,105
1 Minority inferests LY RS 34,095 19,019 |
'Net assefs EETE 681,677 601,086 |
Representing: BexE: |
. Share capital &7 28 138,052 117,906
' Reserves e 29 543,625 483,180
681,677 601,086 i
Approved by the Board of Directors on 10 April 2002 and CEEEN_FT_FOATERARAEES
signed on behalf of the Board by Eeg 2
Chen Xiao Shi Liang Wei Wen SR E] REX

Director Director EEF EF




Non-current assets
Fixed assets, net
Investments in subsidiaries

Current assets

Due from the ultimate
holding company

Due from subsidiaries

Due from related companies

Prepayments and other
current assets

Cash and bank deposits

Current liabilities

Provision for staff welfare and bonus
Due to related companies

Accrual and other liabilities

Cther short-term borrowing

Nef current assets

Net assels

Representing:
Share capital
Reserves

HRBEE
EXEERE
RIBLRZIRE

RBEE

PR S R HERR A )
W AT
FE W RRRE 2 E]

ENERRREMRDEE
B RBITER

REBAE

fETE BAEF

FEN R R
BEREAREMRE
ERHER

RBEEFE
BERE
BERR:

ELE
[

Note
fie

12
15

15
20

21

26

28
29

2001 2000
$'000 $°000
T T
(Note 38)

(FF3E38)

714 825
18,180 20,997
18,894 21,822
- 13,447
603,563 523,668
41 35

467 477
43,318 1,725
647,389 539,352
5,508 —
2,510 2,510
1,879 1,692
30,000 —
39,597 4,202
607,792 535,180
626,686 566,972
138,052 117,906
488,634 439,066
626,686 556,972

Approved by ihe Board ef Directers on 10 April 2002 and

signed on behaif of he Board by

Chen Xize 8l

" Director Director

Nermg el Won




Consolidated Statement of Recognised PR KE

Gains and Losses RisE%
For the year ended 31 December 2001 HE_FT—F+-_A=+—HLEE
(Expressed in Hong Kong dollars) (LIS AREN)
T T |

Note 2001 2000 ‘

Bt $°000 $'000

Fr FrT

‘ Deficit on revaluation of \
investment properties WEMEEGHAE 13,29 (13,000} —

‘Share of post-acquisition !
reserves of associates ERBENa 2 EE - 471

Exchange differences on
| translation of the financial |

statements of foreign entities ERER - 1,048
(Losses) gains not recognised in HEFERRERZ

the consolidated income statement (EB18|) s (13,000) 1,519
‘ Profit attributable to shareholders AR R EIE TR 10,759 90,389
}To‘rol recognised gains and losses ERR (B8 W=es (2,241) 91,908
L e




Note 2001 2000
fteF $°000 $'000
Fr Tt
(Note 38)
(F3E38)
Net cash inflow from BREERFZ
operatfing activities FBESRA 32a 81,739 308,799
Returns on investments and
servicing of finance BEDRRMERR
Interest received EHFE 9,428 1,560
Interest paid BATFLE (43,28%) (38.709)
Net cash outflow from returns
on investments and REDGREREER
servicing of finance FESRL (33,853} (37.149)
Taxation B
Overseas tax paid BHEUBINRIA {46,785) (273)
Investing activities REHEK
Purchases of fixed assets BEERTEE {45,689) (93.379)
(Increcse) decrease
in construction-in-progress EETRE (8 "d {(75,979) (33,459)
Increase in intangible assets EREEEM (8,949} (7.870)
Decrease (increase) HEmRPEE
in other non-current assets A (3 16,204 (3.568)
Acquisition of subsidiary U BB 2 =] 32b 834 (41.246)
Increase in investments
in associates ENTEREEE AT (2,532) (1.016)
Decrease (increase) in pledged BEIEMRRITER
bank deposits B (g 23,178 (23,178)
Net cash outflow from
investing activities HEERZERERE (92,933) (203,716)
Net cash (outflow) inflow BEHEBAZFRS
before financing GRE) RA (91,832) 67,661
Financing BtEIRE 32¢c
Proceeds from issue of BT RS
ordinary shares WA 82,832 912
New bank loans FTEBITER 61,144 82,972
Other short-term borrowing HuE#HER 30,000 —
Repayment of bank loans BEZIRITER (66,472) (64.935)
Net cash inflow
from financing BREEBEBRSERA 187,504 18,949
Increase in cash and
cash equivalents ReERBEEEEWEN 15,672 86,610
Cash and cash equivalents,
beginning of year FRERESEEY 171,367 84,757
Cash and cash equivalents,
end of year FREEEREEEY 187,039 171,367




Notes to the Financial Statements

(Expressed in Hong Kong dollars unless otherwise stated)

ORGANISATION AND OPERATIONS

GZITIC Hualing Holdings Limited (the "Company”) was
incorporated in Hong Kong on 23 December 1992, and its
shares are listed on The Stock Exchange of Hong Kong
Limited.

The Company is an investment holding company. The
Company and its subsidiaries (hereinafter collectively
referred to as the "Group”) are principally engaged in
the manufacture and sale of household electrical
appliances, which include refrigerators, air-conditioners
and mini-refrigerators.

The directors of the Company consider Guangzhou
International Trust and Investment Corporation ("GZITIC"),
a company incorporated in the People’s Republic of
China (the "PRC"), to be the ultimate holding company.

PRINCIPAL ACCOUNTING POLICIES

a. Adoption of new/revised Statements of Standard
Accounting Practice

Effective from 1 January 2001, the Group has
adopted, for the first fime, the following Statements
of Standard Accounting Practice ("SSAPs”) issued by
the Hong Kong Society of Accountants:

Event after the balance sheet
date

SSAP14 (revised) Leases

SSAP17 (revised) Property, plant and eguipment

SSAPQ (revised)

SSAP18 (revised) Revenue

SSAP26 Segment reporting

SSAP28 Provisions, confingent liabilities
and confingent assets

SSAP29 Intangible assets

SSAP30 Business combination

SSAP31 Impairment of assets

SSAP32 Consolidated financial

statements and accounting
for investments in subsidiaries

The Group has disclosed segment information in
Note 34 to the financial statements. Except for this
change, the adoption of the above new/revised
SSAPs has no material effect on amounts reported in
prior year.

Wi 7% ¥h Te B 5t

(KEEHEE - FFEREGNBEF REN)

AENZER

BEEEFEEERAR AR BRI
TEF+ A+ ZEREEEMRRY AR
BREBEBBAEXTZHERAB LT -

FATA—HREBKRAR - AL RESE
MWEARUATHBIZEED 2EBEZHR
FERBEREESR BEKE ZHEER
NEUDKAE e

ALRESZERENBREERELR(E
PMEFD - —HRBEARAME (TFE])
I RB /R RDRNREIERDE] -
FEEREE

a. BRAF GITEHEKEA

E-EE-5—-fF-0& ZTHEEE
NERABEEETMOEEMIUTE
AHERBER (TR

EAlEoE EEBEBEXRBEEE
(B i58T)
EHE141E FBE
(E1B37)
EHE17TIE WE - BEARE
(& 1535])
ZRIE181E WA
(& fe8])
EBIFE2BIE SWMHELS
HBIF281F BE - XRAENRA
TE
HRIF20F BHEEE
ERE0G EEH
ERE3E BERE
ERE2E BAVERERRKE
RRREZEHEE

NEBREEHREWITMEET 5 F
HE BREBEI - RAYEE]L
B U EERENBETEEAY
.




®s

CN

Besis of prosenietien b.

The financial statements are prepared under
historicel cost convention os Medified by ihe
revelugiion of investment properties, and In
cecordance with fhe Sietements of Siendeare
Accounting Proclice issued by the Hong Keng
Seclety of Accountants, eccounting principles
generally oceepted in Hong Keng ("HK GAAP?), ihe
clisclosure regulrements of he Cempenies
Ordinencs and he Rules Goveming ihe Usting of
Seeurfiies on The Stock Exchange of Heng Kong
Uimitee. This basis ef accounting differs frem that
used n the financial stotements of the greup

eempanies net Ineerporated in Hong Keng, whieh
are prepared In gccordance with he accounting e,
stendeards ef ihelr respective countries. Adjusiments
hove been made fo fhese finagnclal shatements for
complicncs with HK GAAR

Besis el conselicetien

The consolidated financial stctements of he Group
ineluels he accounts of fhe GZTC Hueing Heldings
Umited and ihe enternprises that It conirols. This
eonirel is nermally evidenced when he Group hes
the power o govem ihe financlal and eperaiing
policies of an entererise so as to lbenefl from s
aeitvifies, The resulls of sulbsiciares acguired or
cigposed of during the yeer are consolideied from
or o thelr effective dales of aeguisition or disposal.
The egufy and net income afrioutaible o minerity

shareholders’ inferests are shown separately in fhe
Group’s balance sheet and inceme siatement,
respectively.

Significant Infra-group ransachions and balancss
heve been eliminated on conselidation.
Consolideted financial stelements are prepared
using unalform aecounting pelicies fier ke
freansactions and other events in similar
clreurmstances.

Im the Company’s fnanclial siatermenis, INvesiments
in sulbsicheries are coried at cost 1888 any
aeceumuleted impairrment ([csses. The results of fhe
subsiciares are Ine LJ@C n he Income statement e
he extent of dividends recelived and recseivaidle




Notes to the Financial Statements B 7% ¥k 7 M 5t

(Expressed in Hong Kong dollars uniess otherwise stated) (BREEHBEN TESEHUEEAEN)
2. PRINCIPAL ACCOUNTING POLICIES (Contd) 2. FEEFEE®H
d. Turnover d HEH
Turnover represents the gross invoiced sales, net of EEERDERM B EEEMRY
discounts and returns. MEREERZZBE-
e. Revenue recognition e. WAZER
Provided it is probable that the economic benefits WEEZSEMEB 2EEFRER &
associated with a transaction will flow to the Group RAREER  WEWARNEBRERS
cnd the revenue and costs, if applicable, can be REBEEMNRRERTEMTER IR
measured reliably, furnover and other revenues are MTEERIRRA :

recognised on the foliowing basis:
() EBEREEWA

() Sale of goods N
ERHERARBERABESN

Sale of goods is recognised when the TERBRNEMEREARE
significant risks and rewards of ownership of the Ao
goods have been fransferred to customers.
(iy FEEA
@ Imerestincome FIERAE RN RE TR
Interest income from bank deposits is TFREE R HIGER B X LR
recognised on a time proportion basis that HEPIEERE -
tfakes into account the effective yield on the
assets. (i) BEUWA

HEREZWARERENTRA
TREBEER -

(i) Rental income

Rental income under operating leases is
recognised on a straight-line basis over the
period of the relevant lecses.
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Fined asseis and depresiation . BEBREERFS

na any alieetiy
¢ fhe csse? jo its working
concdiiion end location 'f or ifs Intended uss.
Exoenditures incumed affer ihe fxes cssets have
been put info operalian, sueh s repairs end
maintfenagnce ang cverhaul costs, are nomally
@iﬁ@ﬁ g2 o he consclidated nceme siatement n
@ peried in which they are incured. In giuations
here It can b cleary demans! hat the
V{“@ﬂ@ﬁw a8 hove resulted In an nerecse n the
e economic benelfis exsectsd o be obiained

ihe use of the Mxed asse’s he expendiures are
ftclisec as aolditional coss of the fixea cssal

‘5?

Q!

£ :
@iﬁ
%

D

& ®
5o

i
3 «,/»f\‘n‘\ bi

N

3
3

©
i@

@

Depreciafion is calculoted on e straighi-ling bagls

@ grnuel ?oio estimated fo write eff the cost, afier

taking Into occount of e estimated resicuct vaive |
of 10%. of each asse’ over iis expecied useful e,

The expecied useful lfives ore cs foliows:

Lang use Aghts &0 years
Bulldings 10 - 20 yeers
Plant and machinery 10 - 20 yeors
\EMM&M\?@; fxdures end

lectionic eguipment 8 years
Mﬂ‘rov velhleles & yaars
Mouids ongd ofher eguipmen 2 - B yaars

The cosis incurred in ihe acaulditen of lang use
rights in the BRC are amertised over fhe du ‘@ﬁ@@ of
the lend use fights whieh s apprexrmerely 80 yeors.
When assels are sold or retirad, thelr cost ang
ocecumulcied depreciation are @imin
CIeEeUnTs aNG GRy gein ©F (088 resy
cisposel is Included In ihe conselide
statement.

The useful lives of assels and depreciation methed
are reviewed perodically:




Notes to the Financial Statements

(Expressed in Hong Kong dollars unless otherwise stated)

Investment properties

Investment properties are interests in buildings in
respect of which construction work and
development have been completed and which are
held for their long-ferm investment potential.

Investment properties are stated at open market
value determined every three years by independent
valuers.

Increases in the carrying amount of investment
properties are credited to the revaluation reserve in
shareholders’ equity, Decreases are first offset
against increases on earlier valuations in the
revaluation reserve, unless the total of this reserve is
insufficient to cover a deficit on a portfolio basis, in
which case the amount by which the deficit
exceeds the total amount in the investment
property revaluafion reserve should be charged fo
the consolidated income statement. Where a deficit
has previously been charged to the consolidated
income statement and a revaluation surplus
subseqguently arises, this surplus should be credited
to the consolidated income statement to the extent
of the deficit previously charged.

Upon the disposal of an investment property, the
realised portion of the revaluation reserve is
credited to the consolidated income statement as
part of the profit or loss on disposal of the
investment property.

Construction-in-progress

Construction-in-progress represents plant and
properties under construction and is stated at cost
less accumulated impairment losses. This includes
cost of construction, plant and equipment and
ofher direct cosfs (plus borrowing costs which
include interest charges and exchange differences
arising from foreign currency borrowings used fo
finance these projects during the construction
period, fo the extent these are regarded as an
adjustment to interest costs).

Construction-in-progress is not depreciated until
such fime as the assets are completed and ready
for their intended use.

Wil 35 ¥k < B 5

(BREBHRAEI)  AESEOAEEREM)

BEM*

REMEEEERBREBNNEE
ZIMEEFREE  BFEIWREF
HNEERRBECTX -

RENETRBBLEELENKRSE
SEETZHEEEZARARTET
8% o

RENFRRBEZENECRRE
EETHONXEEELREE - REE
ENRLEERBENEBEEEHEE
FLAMEEENEN . BR  EXRE
BTIEABREZRER  REFAR
REDEBEEEGHBEEENEDE
ANEEFEGEFER - MEUNESES
FBRTEITREMZBXEET
ERGE%  RRBRELERKERR
LARTEER AR ER D »

MHERENE  ENREEERGHE
BEHENEERBIFAEEFE
FORHEREMENREXEE
Ei- I

HERIR

ERIRERETNEEMME &
BIRBRRFAEREFREBRRT
R BEIMKET  BEREBERE
MEERA (NEEERE » BRERE
IHENTNEBRRAZSHENE
ZONEBRFEEZELEZE &%
SERRBENBRANAR) -

REZEERTIAIRARMAR - #
THERIRENERE -
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Intenginie @ssels i

Intengltle asseis are Measures e rfmny ot cosh,
Intengfiole ¢ G@@@“@ are recognised T it Is probable ihaf
ihe future economic lbenaftis fh@v are gtirloutable
o fhe asset will flow fo the enterprise. and the cost
of the asset can be measured relicbly.

Internally generated intfangiisle cssets ore cherged
ageinst inceme in fhe period Incuree except for
cevelopment costs which comply with the fellowing
criteras

o ihe produet or process is clearly deffined and
ihe cosls are separorely identified and
mecsured relicioly;

o fthe technical fecsibility of the produe! or
process is demonstrarted;

° he produet or process wil be seid or used in-

heuse;
o g potential market exlsts for the product or

proeess or iis usefuiness in fhe case of Internal
use Is demonstrated; and

°© adeguate techniceal, finoncial end ether

reSOUNces required for @@mp tion of ihe
procuct er process are avaiable.

Sulbseguent expendiiure on an infangible assst ofier
ts purchase or fis completion is recognised as an
expense when i i incuned unless it 18 prolballe fheat
expendiivre will @m@bﬂ@ e csset to generate MM@
econormic benefis in excess of iis edgihally o
standard of perforrnance and ean be ﬁﬁ@@@uv@@
and efirbuied to ihe cssel religbly In which case it
il be ccded fo ihe cost of ihe nfanglitle csset.

Afrer Infflal recogniiion, intenglole asels are
measured ar cost less geecumuiaied amerisalion
ane eny eecumviaied Impalment [0sses.

ki

ARER
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(RISEHUABN  FEERHUBEREL)

Notes to the Financial Statements

(Expressed in Hong Kong doliars unless otherwise stated)

2. PRINCIPAL ACCOUNTING POLICIES (Cont'd) 2. TESHEBE®

Intangible assets (Cont'd)

Infangible assets are amortised on a sfraight-line
basis over their estimated useful lives, The
amortisation period and the amortisation method
are reviewed annually at each financial year end.
The estimated useful lives are as follows:

Taxi licences 20 years
Computer software 5 years
Associates

Investments in associates where significant influence
is exercised by the Group are accounted for using
the equity method in the consclidated financial
statements, whereby the investment is initially
recorded at cost and adjusted thereafter to
recognise the Group’s share of the post-acquisition
profits or losses of the associates, distributions
received from the associates and other necessary
alferations in the Group’s proportionate interest in
the associates arising from changes in the equity of
the associates that have not been included in the
consolidated income statement and less any
accumulated impairment losses, The Group’s share
of post-acquisition results of associates is included in
the consolidated income statement.

In the Company’s financial statements, investments
in associates are carried at cost less any
accumulated impairment (osses. The results of the
asscciates are included in the income statement to
the extent of dividends received and receivable.

BYEE(E)

BREAEREGBHACHFRAER
EEHE - BEHERBET EARTR
FRERBEZ -ARBHIERFR
W

HEEHR 20%
TR B 55
ik BN

BMERR NAKEENHEREEX
HEAZDF - REAVBERT
REERB ZRETVRERERE -
REELTREERABRAAAR &
ERAEEEBLERAZIFEENR
BENZHFRECEREEEGRE
ERRZES  BMELCTMNIESRE
REMTHAGEFBRPOBER
BREEPMIENEEEERED
BRI W HRAEE R RER
X-GaMNBERRRAKRBEBER
B ZBERR -

MRAERBIZHBEERRF  REE QT
CREDREEKARESRERS
FIER - Bt 2 DR 2 FERNFERP MU
DR EA 2R B RRER -
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I8

Goodwill &

The excess of The cost of an aegulsiton ever he
Group’s Interest 'n the fair valus ef the net
identificble aseets and licibiities acouired es af fhe
ceate of the acguigiion s recorded a8 goodwill and
recognised as on esset in fhe censolideted balance
sheet. With regpect o invesimen's in ossociaies end
Interests In joint veniure eccounted for undsar the
@ity method of G@@OU‘@{'@L’T% goodwlll iz included
in the camying emeunt ef fhe Invesin m@m?@ Googwil

is caried ot cost less accu rm‘cﬁ'ﬁ @ ameriisation end
aceumuloted impairment losses. Goodwil i 0.
omerised on @ siraight-ine basis over s vseiul (ife
of 18 yeors.

(nvenieess

Inventeries are stated af he lewer of @@@} and net
realisable MG ue. Cost, calculated on the weighted
average basls, comprises all cosls of gw@h@@@a cosis
ef conversion end ofher ceosts incuned In Brngng
ihe inventeres o Mheir present locatien end
condiiion, Net reclisolbie valu® i ihe esiimaied
selling priee in the erdinery course of lbusiness les
ihe estimoted costs of completien end fhe
esiimarad cosis necessary e make ihe sale.

When Inventeres @ sok, the camying emount of
tinese inveniornas s receghised es an expense it fhe
perfod in which the related revenue is recognised,
The amount of eny write-dewn of inventeries to net

reclisable value end all losses of Inventeries are
recognised as @n expenss in the perod n which the
witte-down of loss eceurs. The armount of any
revarscl of eny witte-clown ef inventeries, arsing
frerm en Inerecse In Net reglisable value, is
recognised os @ reduetion in the ameunt ef
Irveniories recognised as an expense in fhe pered
in winich fhe reversal eceurs.
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(RESERBAZIN  ESBHUERREN)

Notes to the Financial Statements

(Expressed in Hong Kong dollars uniess otherwise stated)

2. PRINCIPAL ACCOUNTING POLICIES (Cont'd) 2. FTESHEEM®

m.

Impairment of assets

Assets are reviewed for impairment whenever events
or changes in circumstances indicate that the
carrying amount of an asset may not be
recoverable. Whenever the carrying amount of an
asset exceeds its recoverable amount, an
impairment loss is recognised in consolidated
income statement for items of fixed assets and
intangibles carried at cost and treated as a
revaluation decrease for buildings that are carried
at revalued amount to the extent that the
impairment loss does not exceed the amount held
in the revaluation surplus for that same building. The
recoverable amount is the higher of an asset’s net
selling price and valus in use. The net selling price is
the amount obtainable from the sale of an asset in
an arm’s length transaction while value in use is the
present value of estimated future cash flows
expected to arise from the continuing use of an
asset and from its disposal at the end of its useful
life. Recoverable amounts are estimated for
individual assets or, if it is not possible, for the cash-
generating unit. Reversal of impairment losses
recognised in prior year is recorded when the
impairment losses recognised for the asset no longer
exist or has decreased. The reversal is recorded as
income or as a revaluation increase.

Taxation

Individual companies comprising the Group provide
for profits tax on the basis of their profits for financial
reporting purposes, adjusted for income and
expense items which are not assessable or
deductible for profits tax purposes.

Deferred taxation is provided under the liability
method, in respect of the timing differences
between profit as computed for taxation purposes
and profit as stated in the consolidated financial
statements to the extent that it is probable that a
liability or asset will crystalise,

BEEEE

EEABER A CEENREEEY
REXBRRE  BEHEAENREEEH
MUAER - EEEEEHEBETKE
LEE  HRUKAIRNEEEE
REREE BREFESSAER
THR EIXAERNZETEBAMN
MNEEERNSE - HRUEREE
BEIENEE  BREBEREMRE
BErRD MRRANEREBERNE
THAER -EENERMBEIENE -
AREeERFEEEREEEME
BREEER - FEEENULTRAE
EEEMBREHUA  RREEEERS
RBBRERZEERERFERERE
BEZAEMELNAEENRRER
ERMENRE - ARDSEZERE
EfhEt BREMEFTT  RIER
SELEGE c HWAZBRBREKE
EEEHRNRERATELRNKD
R REEEFDBRERER
K- BERREEESKRARIERE
AR -

BiE

HREENELFRNBEREYER
RFTEOVBAGTE - URHEREK
TEARNMBAEROKRARIEE
B{ELIEE -

BELEHEARRBEAEIMEARNGE
NEFESEUBHREMITHER
HENRE BERARETERRTE
ELEANAEXEERNETRE -
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o

Wemanty o

Previgien for warranty is acerued besed en the

estirmated costs of fulfiling he total obligetions,

Inclueling handling end fransperiation om The

cesls are estimated by the clireciors based @

historieal experience ang industny infor m@“ﬂo m@
cssumphions used fo esiimete waranty aceruals are
evelueted perodlieally in light of actual experiencs, ®:

Operatinglicases]

Leases of cssets under which substenticlly off fhe

fisks ene «@W@rfdg of ownershic ere reiained bv fhe

lessor are classiied as opsrating lecses. Lease

payments under an eperat] ng lecse ore f@@@@jﬂ%@@ﬂ @.
@B @n exPense on g siraight-line basis cver the lecse

frerm.

Bernewing

L

Bomrowing cosls ingluge interast charges end ofhe
costs incured In cenneciicn with e bemowing of
funds, iIneluding ameriseiion ef discounts e
premiums releiing to borewings, amorisation of
oneliary costs Incured in eenneciion witih arenging
borowings and exchange differences arising Grr“m
foreign curency bomrowings fo fhe extent fhot hey
ore regerded s gn adjusirent o interest cosis.

\

Borrewing costs are expensad s incumed, excep!
when fhey are direetly et uuc:b e fo he
ceguitiien, consinuction or produetion of ihe
property thet n@@o@@?ﬂﬂy Takes @ substanticl peried
of fime fo prepare for iis infended use in which case
hey ore coplitalised as par of the cost of fhat asset.
Coplicliseiien of bomowing cosis commences when
expenditures for ihe csset anc borowing coslis are
being Incurred and the ostiviiies fo prepare Hhe
osset for its Intended use are in progress. Bormowing
cos’s ore copltalised af ihe welghted average cost
off the rsloied bemowings untt he asset is ready for
I8 intencied use. If ihe resuliing carying amount of
e cssel exceeds ils recoveradle amount, an
impalrnent loss is recorded.
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(Expressed in Hong Kong dollars unless otherwise stated) (BREBEHEEZI  FRSEAERRER)
2. PRINCIPAL ACCOUNTING POLICIES (Cont'd) 2. FEEHEE®)
r. Pension scheme r. B2
Contribution to pension schemes are charged to EHKERSHBENEEZRBER®E
the consclidated income statement as incurred. TR A BB -
s. Cash and cash equivalents s. BREAREEEY
Cash represents cash on hand and deposits with REEFENBRSRRIBITHNESS
banks or other financial institutions which are BHEENEEER Y E BTN
repayable on demand. EoREE
Cash equivalents represent short-term, highly liquid ReSEYPESHERABMIIRE - &
investments which are readily convertible into REREAE=ZBEANERAEAHE
known amounts of cash with original moturities of e HEEEHERR|IMIEER -
three months or less and that are subject to an
insignificant risk of change in vaiue, t. HEE

ERREEABEZTEMEE -—BERFH

t. Provisions o e N .
EEUHETEY HEAZEERATE

A provision is recognised when an enterprise has a BRELBMN=NERRECEER
present obligation, legal or constructive, as a result BRSNS BEOIUA R AR - BB
of a past event and it is probabile (i.e. more likely FTERER BREETSEEERRE
than not) that an outflow of resources embodying ZEMUEBEZRARNARBEER&E
economic benefits will be required to setile the BEH MEEEREEENTEEE
obligation, and a reliable estimate can be made of R BENEEERLEESHIEHRM
the amount of the obligation. Provisions are ERFTHMIRE -

reviewed at each balance sheet date and adjusted

to reflect the current best estimate. Where the effect u HASEE

of the time value of money is material, the amount
of a provision is the present value of the
expenditures expected to be required to settle the
obligation,

B RTRUREREAKAEE -

BRIEBREEFNSNERR LN A

HRE TRINABEFTTFURE -

FAEETEWEA  BERENE

u. Contingencies ROERABRINEEZT TREES
ERRPIEE -

Confingent liabilities are not recognised in the

financial statements. They are disclosed uniess the

possibility of any outflow in settlement is remote, A

confingent asset is not recognised in the financial

statements but disclosed when an inflow of

economic benefits is probable,
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Eoreignicuriency]
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Forelgn cumeney transactiens

ingivicivel componias comprising fm@ Group
m@@m@ in thelr books enel records in he prifmary

cumencies of “helr respective epseraiiens
Cfunetlenal currencies”). Transaetons in oiher
eurrencies are frangared inte the repering
currengy ot exchonge rmies preveling at the
fime of fhe ransactions. Moneiary cssels and
lalbiliiies denominated in ofher cumencies at
the balones shee! dove are re-transicied ait
enchange rafes preveiing et fhat date. All
exchangs cifferences, otiher fhan hose
copitalised as @ compenent of bomewing
cosTs, ane recognised in the censelidaied
income staremaent in fhe period in which they

U

o

0 3
%’f

El

Foreign enitiies

The majerity of foreign censalicaiee
sulbsidiaries cre regarced as foreign @m%ﬂ@@
sinee fhey are frencial ‘lxa sconomically and
orgenisaiionally outenameus. TReir f@@\@ﬁ'fﬂm”
@uWCﬁC@@ ore he f@@@@@ﬁ local eurenci@s,
Finonclol statements of foreign conselideted
SLJU@UCJ‘O? 188 are franslated of yearend
exchange rates with respee! ‘o fhe lbaelance
sheet, ane of @n average rate fior the year with
respect fo the ncome siatement. All resuliing
ransiotien diffsrences are included! In he
ﬁ@ﬁ@ﬁ@“ﬁﬁ@ﬂ reserve incluged n equity.

2%

@

Exchenge differences on franseciions which
h@CQ@ the @WO\JP 8§ AET Invesiment (N @ {F@F@ﬂ@m
enftity are charged of credliied cinectly to the

trensigtion reserve in egully.




Notes to the Financial Statements

(Expressed in Hong Kong dollars unless otherwise stated)

2.  PRINCIPAL ACCOUNTING POLICIES (Cont'd)

W.

Segment reporting

Business segment is the distinguishable component
that is engaged in providing a group of related
poroducts and that is subject to risks and returns thot
are different from those of other business segments.
For management purposes the Group is organised
into three magjor operating businesses.

Inter-segment fransfers: segment revenue, segment
expenses and segment result include transfers
beftween business segments and between
geographical segments. Such fransfers are
accounted for at competitive market prices
charged to unaffiliated customers for similar goods.
Those fransfers are eliminated in consclidation.

Subsequent events

Post balance sheet date events that provide
additional information about the Group’s posifion at
the balance sheet date or those that indicate the
going concern assumption is not appropriate, are
reflected in the financial statements. Post balance
sheet date events thot are not adjusting events are
disclosed in the notes when material.

Use ot estimates

The preparation of financial statements in
conformity with accounting principles generally
accepted in Hong Kong requires management 10
make estimates and assumptions that affect certain
reported amounts and disclosures. Accordingly,
actual results could differ from those estimates.

IR

w.

fif ¥ ¥ 7¢ M 5
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BEABRARER
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ZHEREFR DEMBRRFTTUR
B BREBRPHNIEFABERENORE
AEEMER FABE -
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EREEEHSTEERBEFELGE
FARE®R - Bt - BEERTRER
AEEER -




Substenticlly all turhever of ihe Group i alfibulasle te
#he scles of household elecirical cppliencss.

The Group’s furnever by products and By region are
summaerized s fllews:

2

Sales of refrigerators (Nofe )
Sales of air-conditioners (Note 1))
Sales of mini-refrigerators (Note /i)
Others HE

RFESE (i)
EHEEE (B
NNERUKRRSHE (BYREin)

2007 2000
$°000 $’000

Fr Fr
283,624 378,840
1,138,884 1,271,140
228,240 165,267
248 —
1,650,988 1,815,247

Nete I Ancilysis of saies of refrigeraion infe demesiic sales in
fihe PRC by region and expor sales culgiede e PRC k s
fellews:

Domestic sales in the PRC AR RNEE

Export sales outside the PRC HEBEMbEL A
Europe B
Asia-Pacific CEWN
Africa FEM

Total export sales BEOHE

Total . Xl

2001 2000
$°0C0 $°000
Fr Fx
265,881 359,505
3,806 -
13,937 18,811
- 524
17,743 19.335
283,624 378,840

Nere fl: Anclysis of sales of air-condiiioners (o domestic sales In
the PRC by region ond @xpert sales oulside ihe PRC i a8
feliows:

Domestic sales in the PRC TRERERHE
Export sales outside the PRC HRBEL/MNEELED
Europe EUM
America =M
Asia-Pacific TEA
Africa M
Total export sales M OEE
Total &3t

200% 2000
$°000 $°000
TT FT
965,318 1,111,797
85,868 102,433
39,579 22,534
48,119 32,066

- 2,310
173,566 159,343
1,138,884 1,271,140




Notes to the Financial Statements

(Expressed in Hong Kong dollars unless otherwise stated)

3. TURNOVER (Cont'd) 3.

Note lil: Analysis of sales of mini-refrigerators intfo domestic sales
in the PRC by region and export sales outside the PRC is

Rl 75 ¥R 7 M &E

(BRRBREEN  FFRLBSABEREN)

EXHE &

Heti: EnRESnERERANEEIIN
O PEURFEHESRMT -

cs follows:
I 2001 2000
$'000 $'000 -
Fx T }
Domestic sales in the PRC FEBEANEE 72,859 34,413
| Export sales outside the PRC HEBLSMEN O |
Europe B - 504
America =M 75,439 43,475
Asia-Pacific ER 79,242 86,875
‘1 Total export scles wHOES 155,381 130,854 |
C Totol &% 228,240 165,267 |
Details of segment information were set out in Note 34, SEEMFER N4
4. OTHER REVENUE 4., RHEBKA
2001 2000
$'000 $°000 |
Fix T
(Note 38) [
| (HisE38) |
| |
' Rentalincome RERA 3,044 5,194 |
Write-back of provisions for 1
doubtful receivables FEEHED 8,771 9,415 |
1 Write-back of non-recovery of rental BEEEEERE J
receivable from GZITIC FEREMERZEERA -_ 8,253
Value Added Tax ("VAT") refund HEHRE - 3,933
Government subsidies * BT Ak g A - 9,829 —
Sales of scrap materials BERISHE 8,320 604
Others =) 2,884 1,198 J
i 32,848 28,597
* During the year. the Group had set up a research and * NEE AKREEYHABPLEREL

development center for the purpose of developing more
advanced models of electrical appliances. Several one-off
subsidies were granted by the government authorities of
Guangdong Province fo the Group to finance such
development.

ENERER - BERENKNTHEERT
AEEEE-NEHE  EREFER

HENPHXE -
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charging the fellowing:

Crediting:

Rental income (less outgoings)
Write-back of non-recovery of rental
receivable from GZITIC

Write-back of provision for

doubtful receivables
Interest income from banks
Exchange gain

Charging:

Interest expenses in respect of bank
loans repayable within five years
Less: Interest capitalised

Cost of inventories
Staff costs, excluding directors” emoluments
- Salaries wages and other benefits
- Contribution to retirement schemes
Depreciation of fixed assets
Amortisation of intfangible assets
other than goodwill, included in
administrative expenses
Amortisation of goodwill, included
in administrative expenses
Provision for inventory obsolescence
Provision for warranty
Provision for staff welfare and bonus
Auditors’ remuneration
Operating lease rentals in respect
of land and buildings
Exchange loss
Research and development expenses
Loss of disposal of fixed assefs

S

HEURA (REBRER)
WE B R
BIMEEZEERA

REEEHEED
RITFI A
ER

BR -

ARDERERZIERT
EFHFE X
B BEAER B

FERE

EEYL  TREEEM:
—TAREE
—RIREFBIER
EEEENE

REEsS BEREEEAT
HETEESRH

BEREEERTOHBER
FERRERE

ERREER
BEERERER
ZEEENE

T RBFZRLEERS
ERER

MRARHAERR
HEEFEERRK

2001 2000
$°000 $°000
FT Ft
(Note 38)
(P 3E38)
3,044 5194
- 8,253
3,044 13,447
8,771 9.415
9,428 1,560
1,046 2,779 |
43,281 38,709
- (2.827)
43,281 35,882
1,216,590 1,342,884
80,890 74,106
6,658 5,292
64,479 60,764
685 83 |
680 680
8,966 —
10,122 4,591
6,658 7,160
1,367 1,807 |
14,7111 11,359
2,586 3,622
3,477 3.889 |
2,172 58,237
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(Expressed in Hong Kong dollars unless otherwise stated) (RIEHBEN - TESBEOLEEAEM)

6. DIRECTORS' AND FIVE HIGHEST PAID INDIVIDUALS 6. EERESFMIVALIHE

EMOLUMENTS
a. Details of directors’ emoluments are as follows: a. EBFHWHEB®LT:
- 2001 2000 |
: $°600 $°000
Frr FE
Fees for executive directors HITESHRSE - -
Fees for non-executive directors IMITESHS 224 250 !
Other emoluments for (
executive directors WITEEEMEH
- Salaries, allowances and w
g benefits in kind — & BUREWETR 4,380 4,987
; - Bonus paid and payable BN RENES - — |
- Pension scheme confribution —RARESFTEIHERK 133 109 |
4,737 5,346
! o - == ==
None of the directors waived the right to receive REFEE  REENENEENF
emoluments during the year. B -
During the year, no emolument was paid to the REEE EFQOQFBHNTESES
directors as an inducement fo joint or upon joining EMAAEE Z BB BEHHE -

the Group or as compensation for loss of office. . . .
b. HREFAMRFMEBEINIESHF

b.  Analysis of directors’ emoluments by number of MEBERT
directors and emolument ranges is as foliows:

| 2001 2000
Executive directors HITES 1
- Nif to $1,000,000 —Z% 1,000,000 T 3 3 ‘

- 51,000,001 to $1,500,000 — 1,000,001 7t= 1,500,000 7T T 1
- $1,500,001 to $2,000,000 — 1,500,001 7TZ 2,000,000 7T -_— 1
[ - $2,000,001 to §2,500,000 — 2,000,001 ;tZ 2,500,000 7T 1 —

}

! 5 51
Non-executive directors IEMTESR ;
|
|

i - Nil to $1,000,000 —% % 1,000,000 7T 7 6

‘ i2 11




€.

Deiglls of ameluments paid fo the five Al gh@@fr paid e.

inchviduals (neluding directors anel employees) are

@ follows:

Salaries, allowances and
benefits in kind

Bonus paid and payable

Pension scheme contribution

Number of directors
Number of employees

¥E  RUREVEF
ENRENEE
BAREFTEMHR

EZAH
BREAH

2001 2000
$°000 $'000
F5 T
5,017 5,933
189 116
5,206 6,049
3 3

2 2

5 5

During he year, no emoly m@“‘

highest pald indivicueis (relu

as PO 1o fhe fve
aing @ JW@N ors Gng

employees) as an Inducemaent o jein er Upon

jeining the Group or as compensotien for loss of

offee other then stofutery compensation.

Anglysis of emoluments paid to e five highsest paid
Individuals dncluding directors and employeses) by
numoer of individuals ang emelument renges is s

feliows:

- Nit fo $1,000,000

- $1,000,001 fo $1,500,000
- $1,500,001 to $2,000,000
- $2,000,001 to $2,500,000

—Z % 1,000,000 T

~ 1,000,001 7TE 1,500,000 7T
— 1,500,001 7t = 2,000,000 7T
— 2,000,001 JtZE 2,500,000 7T

2003 2000
3 3

L 1

- 1

1 —

5 5
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(Expressed in Hong Kong dollars unless otherwise stated) (RREFRFEEIN  MBESEHUEERERN)
7. FINANCE COST 7. BKER
- 2001 2000 |
$'000 $000 '
Fx Fr
1 Interest expenses on Maxz ’ l
‘ - bank loans wholly repayable —HRITEX RERTFRN |
within five years ZHEEBEZHTER 43,281 35,882 |
- Others —Eft 2,056 —
: interest income FE U A (9,428) (1,560) !
| Others 4 704 1,034 (
| 36,613 35,356 |
8. TAXATION 8. ®HE
No Hong Kong profits fax has been provided as the BN AEETEENTAREREEFNERK
Group did not have any assessable income under Hong A B EERTRESFERHER - b
Kong profits tax. PRC enterprise income tax has been BEhEMBRIBEAT 2B EREARNE
calculated on the estimated assessable profit for the year REWZRITHESE -

at the rates prevailing in the respective jurisdictions.

2001 2000

$°000 $'000 |

‘ T3 i
|

‘ Enterprise income tax TEEFTISHR 13,689 895 ‘

_ |

Pursuant to the PRC Laws of Enferprise Income Tax for BMNEZTASEERLBTEEZERANF

Enterprises with Foreign Investment and Foreign EAREARKEMBIIEREREMMAE DR

Enterprises ("EIT law”) and an approval document ERERE) ([CEMEHEMHEE - &

(No.259) from Panyu State Tax Bureau, Guangzhou EETERBEDE 250K 4t A - 7T A

Hualfing Air-conditioning and Equipment Co., Lid. EXHE-HENEEEREREBEEM

(“Hualing Air-conditioning”) is entitled to full exemption B EEZFRELI2ROIHELEHELE

from EIT for two years starting from the first year of M - EETHNEABNFERE NN

profitable operation and a 50% tax reduction at a rate of NE BUERBE-Z2T—F+A=+-—

12% in the next three years. Hualing Air-conditioning BIEFERRI2HNNBEEHRATCEAE -

started its profitable year from 1999 and is therefore
subject to EIT af a rate of 12% for the year ended 31
December 2001.

BRECEMSHENSEBREBROE
199 A - AREEZERERL A
(AREEZHITEBRE_TTTEF+R/=
Pursuant to the EIT law and an approval document (No. T-BLEERAFEAZSEHCEMS
199) from Hefei State Tax Bureau, Hefei Hualing Electrics MeviEis -

Co., Ltd. ("Hefei Hualing”) is entitled fo full exemption . _

from EIT for two years starting from the year ended 31 m:§§—§+%ﬂ =R AREYE
Decembear 2000. EAFBEELCHB(CEETEF ) -

There was no significant unprovided deferred taxation as
at 31 December 2001 (2000: nil).




The profit off mp bie o shareholders for he year ended
371 Decermbar 2@@’: neluded @ loss of approvmaiely
gﬂ@ﬂ ‘@aw OEW S]] i @ff o@[@?@%fm@}@‘y §~‘ ?@5%?&3 o)
decit with in #he fnancial statements of the Company. A

profit of cppreximarely $70,000 (20CC: loss of
oerreximatsly $1,742.000) was aitrioutciole to the
csseciaes.

The girectorns do Pot recommend e dDayment ©
eivigend for *he year ended 87 Decemiber 2001 (2000:
Aif.

5

D

The @@@@ﬂ@mf@a of L@@::‘c e om @ 087§ share s bosed on

he colculation of divted earrirgs per share

)

)
&
%%%
&
o
=]

the consolidated profit eibutasie to sharenel

<

@ o
o
@
TR
Q

(O)

9%, *°© 600y

3@7 C@]

the yeor of aporosimately $10,759,000 (20
f‘(:jhu&» | for the 'ncome effect of aooronimai
(2000 S@O} of the essurmed conversio:
[@@V@ﬂ ’ﬂ@] @F@j}!ﬂ\@;ﬁ/ \["‘TC\?CD GWC @n d?’(ﬂ @‘y 1,

C
O
<<

shares (2000: 1.187,602,210 shares) whieh is e weighted
aversge numider of in lssue d Mm@ fhe year plus

shores i i
fhe weighted ave rege of 2,953,019 shares (2000:
11,227,994, CDCF@@) cdeemed fo lba \\SQw@/‘ ot e @@@@@
exerclse prices s it gll oulstanacing ghare eplions had
been exercised,

1 <@, 288
0,768,800
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(Expressed in Hong Kong dollars unless otherwise stated) (BREEHRBEIN - IBESEHLBEREN)
12. FIXED ASSETS, NET 12. BEEEERE
o Group
3 ] |
2001 2000 |
Furniture, |
fixtures and Moulds and
Land use electronic other
rights Plant and equipment Motor equipment ;
I# Buildings machinery & %E  vehicles EAR Total Tatal |
EHE BT BER#E RETRE BRE  HiERe 2% 2y
$'000 $'000 $'000 $'000 $'000 $'000 $'000 $000 }
Fx T Tr T ¥ S 7 T
" cost #E ]
| |
f Beginning of year EVHE 60,731 127,773 419,343 53,394 20,157 135,896 817,294 821,463
f Additions HE 3,250 9,213 12,344 3,380 1,788 15,725 45,700 93,379
‘ Transfer from sEA
: construction-in-progress EERIR
i (Note 14) (Mt 14) - 19,560 86,288 14,312 - 11,338 131,498 20,125
| Disposals HE - (470)  (1,979) (980)  (1,039) (167 (4635 ( 20 99 [
‘ Transiation differences EREE - - - - - - - 8
End of year EREE 63,981 156,076 515,996 70,106 20,906 162,792 989,857 817,294
‘ ACCUMULATED LB |
| DEPRECIATION J
[ \
\ Beginning of year ENBE (5502)  (38,232) (207,923)  (24,033)  (13,766)  (67.437) (356,893)  (357,443)|
| Charge for the year TEEE  (1,604)  (7,428)  (29.456)  (7,135)  (2,101)  (16,755)  (64,479)  (60.764)!
| Disposals ks - 293 589 721 707 153 2,463 62,754 |
: Translation differences EREE - - - - - - - (1.440)
‘ End of year EFHBE (7,106)  (45,367) (236,790)  (30,447)  (15,160)  (84,039) (418,909) (356, 898) | J
: \
! NET BOOK VALUE BEFE ;
! :
}' End of year ERHBB 56,875 110,709 279,206 39,659 5,746 78,753 570,948 460,401
: |
Beginning of year S 55,229 89,541 211,420 29,361 6,391 68,459 460,401 464,020 ‘

All the land use rights of the Group have lease terms of
50 years and are related to land located in the PRC
where no individual land ownership rights exist,

F .

As at 31 December 2001, fixed assets of the Group with

net book value of approximately $116,967,000 (2000:
$194,000,000) were pledged as security for the Group’s

banking facilities (see Note 33).

E/\— ’? 7
116,967,000C (ZEZEEF ¢

AEEEAELMEAE I 2RI B ESF
- HREABEATELIMAEE  HEE
EREAZSLH ERE  FHAAE T

—ETZA=+—E  REFED

194,000,000

T ZEREECREARERIEERER
HEZER(RMESS) -




Company
QT
2801 2000
Furniture,
fixtures and
electronic
equipment Motor
= £B vehicles Total Total
RETRE AE BH me
$'000 $°000 $°000 $°000
Fr S b Fr T
COSY 5%
Beginning of year FEYEhEE 586 1,869 2,458 2,220
Additions RE 113 - 713 235
Disposals HE {46) - (46} —
End of year FREGBEE 653 1,869 2,522 2,455
ACCUMULATED At
DEPRECIATION
Beginning of year FHIHE (219} (1,411) (1.630) (1,400)
Charge for the year FTEFEEER {103) (1i3) (216) (230)
Disposals HE 38 - 38 —
End of year ERBE (284) (1,524) (1,808) (1.630)
NET BOOK VALUE EERE
End of year FREBE 369 345 714 825
Beginning of year EVEE

- $168,000,000 (2000: Sﬂ@ﬂcgc The deficlt on

- - resenve.

The invesiment propertiss represent 11 floers end 32 oCJr
_perking spaces in Gueo Xin Bullding, located in e
L Guc@mgzﬁ@u W’hC Pu’%@ wm &D@t SEREHNIS @f sc V/U@

N Wm@ H@V@@{m@ nt @fﬁ@nﬁ@@ were reval u@d on JT
.- Decemioer 2001 by Vigers Hong Keng Umified,
- Independent qualified valuers ot & Gppﬁ@xrm@v@h\/

revaluation wes offset @8’@‘3@@? the ©F©©@W ?@V@Uu@i}ﬂm*
The E@Cﬁ@ﬁ@ are @f? fihe epinfen fhet fhe e C@?rfym@ veiue @ﬁ*

. the invesiment properiies as at 31 December 2.0?
cppreximaied "h@ open market vaiue. ‘
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(Expressed in Hong Kong dollars unless otherwise stated) (BRBEERFEZIN  FESEANEEREN)
14. CONSTRUCTION-IN-PROGRESS 14, ZEIR
Group
ARHE 1
2001 2000 ‘
$°000 $°000 |
Fr Fx “
Beginning of year ENEE 67,561 51,400
Additions RE 75,979 36,286
Transfer to fixed assets (Note 12) HBREETEE (WiF12) (131,498) (20,125)
End of year FRERER 12,042 67,561

15.

Construction-in-progress as at 31 December 2001 mainly
represented machinery under instaliation in the PRC. No
interest (2000: $2,827,000) was capitalised info
construction-in-progress.

INVESTMENTS IN SUBSIDIARIES 15.

In the balance sheet of the Company, investments in
subsidiaries comprised ;

WoEE—E+_f=+-B2ZHEBRIEZ:
BREETETRRIEREE  TRIRE
FHAREEFELANE(ZEZTEF :
2,827,0007T) °

RMBLARCRE

RMBRRIZREREARBZEERART
B

Company
b N |
2001 2000 |
$’000 $'000 |
T F7T
Unlisted equity interests, at cost JELTRS - R AE 20,997 20,997 |
Due from subsidiaries BB A TFIE 603,563 523,668 |
|
624,560 544,665
Less: Provision for impairment in value B OREERE (2,817) - ;
621,743 544,665 ;
[
Amounts due from subsidiaries were unsecured, non- FEMBARRENASEER 25888E
interest bearing and with no fixed repayment terms. B -
The directors are of the opinion that the underlying vaiue EEREMBLARIREZEREBETERZ
of investments in subsidiaries is not less than the carrying FE—EF+ZA=+—BZEEE-

value as at 31 December 2001,




g =g (M5 ==t
Ul"]:g»ﬁ‘l;@g

The following s @ list of he prnciool sulbsiciares:

Place and
date of
incorporation/ Issued and
establishment/ Company’s paid-up
operation equity capital
Name B interestheld E%TR  Principalactivities
DEEB REWHRAH BiEER HMERE TEER
DIRECTLY HELD
EERE
China Refrigeration Industry Co., Ltd. The PRC 95% US$10,000,000  Manufacture and sale
("China Refrigeration”) 25 March 1985 10,000,000 £ of refrigerators
THEREEAERRAF FE - SERBEKSE
([REL7F)) —hAWNAAF=ZAZTER
Hualing Technology Limited Hong Kong, 100% $10  Investment holding
EERBEARLT 23 December 1992 W07x REER
—hWAZE+-RZ+=H
Hualing Investments Limited Hong Kong 100% $2  Investment holding
ZEREARRE 18 February 1993 27 IRAER
—AWA=ZEZR+ANR
Hucaling Internctional Limited Hong Kong 100% §2  Trading
4 March 1993 2T 5
—hAZF=FmA
Hualing Refrigerant Hong Kong 100% $2 Investment holding
Engineering Limited 28 February 1995 2% REER
EFHLTIRERAA BE
—NNAEE=-A=TAR
B Hualing (Far East) Limited The British Virgin Islands 100% Ussi Investment holding
EZ (BF) BRQA 10 September 1993 1E2x  RABR
HBREZES
—ANZEAA+HE
INDIRECTLY HELD
EESH
Hualing Air-conditioning The PRC 100%  US$20,000,000  Manufacture and sale
EETH 10 May 1993 20,000,000 £t of airconditioners
SH- and electronic
—-AN=FERF+A appliances
EEREEEAE
RESER
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(Expressed in Hong Kong dollars unless otherwise stated)

15. INVESTMENTS IN SUBSIDIARIES (Cont'd)

Name
T

Guongzhbu Hualing Electrical

Household Appliance Enterprise

Co., Ltd.

("Hualing Household™)
BMNEARELCEERLEE

([22RE])

Hefei Hualing
SREZR

Guangzhou Hualing Refrigeration
Co., lid.
ENEAERBR LT

Growth Plus Properties Limited

China Appliances.com Limited
FEREBERAF

Chengdu Hualing Electrical
Household Appliance Co., Ltd.
RBEEREARLA
([ #B=Z]))

Guangzhou Hualing Property
Management Co., Ltd.
(“Hualing Property”) *

BNEEMREERERAFR
(gl

Guangzhou Hualing Shopping
Mall Co., Ltd.
("Hualing Shopping Mall”) **
BHTEZESERAT

E3-E 1Ay

Guangzhou Ma Hui Hualing Taxi
(“Hualing Taxi”y ***

BiMEeE s HAER
(TEEEH)

Rl 5 ) 76 Mt 5

(BREHHBEN

REEEHAEERERD)

15. RMBLRAIZRE ®

Piace and
date of
incorporation/
establishment

3 A
gEtBRaN

The PRC

28 March 1995

A
—hWNEBEEZAZ+NRB
The PRC

20 June 1993

& -
—AAZERBEZTA
The PRC

21 March 1996

FE -

—AARFZAZ+—R

The British Virgin islands,
1 July 1997
HBRELER
—ANtFE+A—8

The British Virgin lslands,
2 March 2000
HEEIES
“FETEZRCB

The PRC

1 August 2001

FE -
ZZ2E-NH—-B

The PRC

3 August 2000

FE -
—FTTENAZE

The PRC

1 October 2000
HE -
“ETPE+A-A

The PRC

2 May 1995

-
—hWAEFEACZH

Company’s
equity
interest held
EEEE

98.5%

55%

96.25%

100%

100%

99.775%

95.5%

95.5%

57%

fssued and
paid-up
capital
BERTR
HRB A

RMB3,000,000
ARE
3,000,000 ©

$35,000,000
35,000,000 7T

US$1.441,715
1448715 %1

Uss
1¥E7T

uss1

1%71T

RMB2,500,000
ARE
2,500,000 7T

RMBS00,0C0
AR
500,000 ;¢

RMB500.000
in the PRC
AR
500,000t

RMB2,000,000
ARE
2,000,0007T

Principal activities
ETEER

Distriputor of
HUALING brand
products in the PRC

EHEBEEER
GEZER

Manufacture and sale
of mini-refrigerators
FERMEENIKE

Manufacture and sole
of refrigerators
EEREEKS

Investment holding

REZR

Investment holding
REATER

Distributor of
HUALING brand
products in the PRC

EREEEEE
dnbE 2 B

Property management
MHEEE

Distrivutor of
HUALING brand
products in the PRC

ERRREER
S ER

Taxi licence rental
HEERBRAE




[

H@@ﬂm@ Aﬂﬁ@@@@ﬁ*ﬂ@@m@ Is @ whelly foreign owned
enierprise. Other subsidicries estaiblished in fhe BRE e
sine-foreign equity Joint ventures.

*  Hugling Preperty wos set up on 3 August 2000 with
equity interast hele by Hueling Housshold with ne mcteriel
rensection with the Group subseguent fe ifs estalbiishment.
Pursvant fo @ Declaretion of Trush signee) oy e ofhar
shereholder dated 1 January 2001, ihe meining 50%
equity interest was held on frust for the beneficle) nierest
of Hueling Heussheold. ;

*  Husling Shopping Mall wes set up on | Octolber wiih
80% equity interest hele by Hualing Preperty with ne
meteriel ransaction with fhe Group sulbseguent o fis
establikhment. Pursuant to @ Deelarstion of Trust signed iy
e oiher sharehelder deted | Jonuary 2001, fre Ennelgiioe!

V equilty interes? wes held on frust for ihe beneficial
intersst of Husling Propedy.

o
g
&

Pursuent fo on egreement daned | Jenuery 2001 enterec
inffo lbefween Guanganey Huayeng indusity Co., Lid.
CHueyeng®). an Irdependent fhird pery, end Ching
Refrgerction on 1 Jonuery 2001, egutly inferest of
Hueling Tend wes fronsfered from Hueyeng e Ching
Refrigeration, '

As ot 31 December 2001, ihe Group had lbanking faeilifies ‘ BB

of epproximately $684,896,000 (2000: $840,402,000) for ' BEH 5116,067.0

overdrafis, bank bemowings end frade financing. These -+ 194,000,000L) 7 %
P fociiftes were seeured loy conperaie gucrantees given by i

fthe subsicliaries of fhe Company, eharges ever certain

fixed asssts of China Refrigeration, Hualing Alr-

concliffening and Hefel Hualing with @ fotol net beck

velue of approximately $116,967.000 (2000 $194,000,000)

©8 of 31 Decemioer 2007.

Group j
TEE

2001 2000

$°000 $°000

Fi Fx

Unlisted equity interests, at cost SELTRRG © EpAE 27,173 24,641
Share of post-acquisition reserves RIS U BB 8 i {1,710) (1,180)
Less: Provision for impairment in value B REERE (467) (467)

25,596 22,994
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(Expressed in Hong Kong doliars unless otherwise stated) (R BEHAEIN  FHSBALEE RER
16. INVESTMENTS IN ASSOCIATES (Conta) 16. REEDRAZRE
The directors are of the opinion that the underlying value EFeZEANBELRIZIREMENERE
of the associates is not less than the carrying amount of BETMER-_BE—F+_A=+—HZEE
associates as at 31 December 2001, g o
The following is a list of the principal associates: EBHERRBE
Place and “
date of ;
incorporation/
establishment/ Company’s issued and
operation equity paid-up
g/ K/ interest capital
Name Ry heid E®TR  Principal activities
i REEB RBHE ElEEE BERE XEXE ‘
INDIRECTLY HELD [
BiERS ‘
Xian Dongling Refrigerating The PRC 25% US$11,340,000  Manufacture and
Compressors Co., Lid. 27 September 1995 11,340,000 %7 sale of ‘
{"Xian Dongling”) * hE refrigerator ‘
BRFREHLSBERER AT —AAREAR=T+H COMPressors l
((BZEE]) * SEREENBERES ‘
Guangzhou Hualing Polyfoam The PRC 19% US$1.000,000  Manufacture and ‘J
Co., l1d. ("Hualing Polyfoam™) 28 December 1991 1,000,000 &7¢ sale of polyfoam
BNEERABHERLT PE progucts :
} (T#28%)) —hh—E+ZAZ+NE SERMEARERER f
; Beijing Wide Vision Network The PRC 33%  RMB3,000,000 Manufacture and
i Co., Ltd. ("Beijing Wide") ** 18 December 2000 AE¥ sale of computer
; FREFEREBREEREER LT HE 3,000,000 7T hardware and |
(MHtmalEx]) - ZEEEE+ZATNR telecommunication [
; equipment
| SEMEEHEEEY

J FBR




Bursuan o an Copreve: 6ecument f(%o, 179) frem g
Minisiry of Foreign Trede end Eceremic Commities, ﬁﬁ@
sued ang peid-up capiiel of Xen 50 gling wos Increcsed
from VU8810.400.000 o US$11.340.000. EJM@% :
ended 81 Decemioer 2001, the Greup con bulq copit
of $1.834,000 to Xian Donging.

= Pumuent fo ihe shareholdern’ agreemant of Befing Wide,
the Groud paid vp RVIBSO0,.000 (3984,000) coptial of Beiing
Wide, being 33% of ihe fotal lsued egpiial in Jenuary 200°.

Hugling Properly wes s&f up on 3 Augusi 2000 with 0%
equity inferest held by Hugling Heusehals cs an cssecieis
tis estebiishment. Bursuent o o Declaration of Trugh sigr
:)/ wf‘”\C other shereholieler dolea 1 January 2007, ihe
§0% equilty inrerest was held en inust for ihe

S
&

©
@
2@

L@@ﬁ@ﬁ@t@a interest of Hueling Houwsshole and Hualing

Property beceme o subsidery of the Grous (see Nete 18),

All ossociates 'n fhe PRC are sino-foreign eguity
venrture enterprises.

Intengiitie cssels of the Group comprisad:

2001 2000
Taxi
Coodwill Software licences Total To’rol
wmeE B LHHEEHE e BE
$'000 $°000 $°'300 $'000 S OOO
T Fr Fr Fi +7
(Note 38)
(Bfa£38)
Cost %N
Beginning of year FHIERE 6,801 1,749 - 8,550 —
Additions AE N -_ 8,849 6,508 15,455 8,550
End of year FREAREE ©,807 10,698 ©,506 24,005 8,550 i
Accumulated amortisation  RitiEge |
Beginning of year EXEE (680) (83) - (763) —
Charge for the year AEFEHE (680) (571) (114)  (1,3685) (763)
End of year FREHE (1,360) (654) (114) (2,128) (763)5
Net book value BREFE ]
End of year FRGE 5,441 10,044 ©,392 21,877 7.787 !
Beginning of year FHHE 8,121 1,666 - 7.787 — & (
|
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(Expressed in Hong Kong dollars unless otherwise stated) (BREEHRBEEN  FTRSBAUEE BB
18. INVENTORIES, NET 18. BEZFE
S Group |
TEH
‘ 2001 2000
| $7000 $'000 |
% T Tt
( |
‘1 Raw materials [E A 222,254 276,698 |
Work-in-progress EER 27,008 37,475 |
| Finished goods e 397,462 315,315 |
| 646,724 629,488
J Less: Provision for inventory obsolescence B EEBIRER (11,483) 2,57 7){
f 635,241 626,971 |
Included above are raw materials, work-in-progress and NEBRERVEREIERERCRME  BE
finished goods of approximately $82,159,000, $5,479,000 @R E K &G 7 5l 4 82,159,0007T
and $139,798,000 (200Q: $10,908,000, nil and $81,821,000) 5,479,06007C 139,788,000 T (& &
respectively. carried at net redlisable value, % :10,908,0007T * E%81,821,0007T) °

19. ACCOUNTS RECEIVABLE, NET
19. BRIERFE

No specific credit term policy was adopted by the Group

as the credit terms granted by the Group’s varies fowards AEEBGETEFHERKIESTER - Bit

different customers. As of 31 December 2001, accounts FEETEZMNEARE RZIET—F
receivable was analysed as follows: +ZA=+—8 EUEFSWTHNT

Group

J Y 3 |

2001 2000 J

f $'000 $°000 '

Fi Fi |

‘ |

1 Accounts receivable FEMER R 372,359 281,519

[ Less : Provision for doubtful receivables o REREE (71,485) (80,256)f

300,874 201,263 !
f




The aging cnalysis of accounts receivalole wos a8 follows:
Group
TEH
2007 2000
$°000 $°000
Fx T
Within 1 year —FRQ 327,695 187,618
Over 1 year but within 2 years —FULERER 26,126 28,631
Over 2 years PELA + 18,538 65,270
L 372,359 281,519
20 B
Group Company
k. $ 4] ERE
Maximum Maximum
balance balance
outstanding outstanding
during during
the year the year
ERBE ERES
2001 2000 RERLH 2001 2000 AEBLE
$'000 $'000 $'000 $°000 $000 $000
¥ Fr T T Fr Fr
Due from Yungang Ptastic
Company Ltd. BEUEEBHERLE
(*Yungang Plastic”), a &8z -
company in which the Group FE@HE
had 14.25% equity interest 14.20% & 223 223 223 - - -
Due from Hualing Polyfoam BHEROR 10 Y 37 - - -
Due from Guangzhou Finance EHEEE
Company Limited BBBERLE
(*Guangzhou Finance™), (THERD -
a wholly-owned subsidiary BMiEHR
of GZITIC HEEHBAR 35 35 35 35 35 35
Due from Beijing Wide BRI FERR 2,766 - 2,766 6 - 6
Due from Hi-Q Investment
Company Limited EYEZELE
("Hi-Q Investment™), R
a company with 31% (IaxElD
interest held by Ng Cheang Lam, EZEEH
director BE 3% EH 83 - 112 - - -
3,117 295 41 35
i




Notes to the Financial Statements Hif 75 ¥k 7€ b 5T
(Expressed in Hong Kong dollars uniess otherwise stated) (BEEHBEIN - MESTERUAEREN)
21. DUE TO RELATED COMPANIES 21, EEE LR
| . Group Company
f AR R4 F ;
! 2001 2000 2001 2000 l
i $'000 $°000 $'000 $°000 |
‘ Fr Tt Fr Tt }
Due to Yungang Plastic FETEEER 8,494 8,201 - —
Due to Xian Dongling ENRETEZE 5,542 — - -
\ Due to Hualing Polyfoam FESTEE A 3,326 3,314 - — |
‘ Due to Guangzhou Finance FETHUSE 2,517 2,517 2,510 2,510 ,
Due to Hi-Q Investment RENEEE 238 — - —
Due to Anhui Huangshan BRNRRBELER |
Electrics Factory, 1B -
shareholder of Hefei Hualing EPREEZRE 57 — - —
|
‘ 20,174 14,032 2,510 2,510 |
! !
Amounts due to related companies arose in the ordinary ECEBLOSIREIEERERBRATE
course of business and were unsecured, non-interest £ ZEBRDAEER  2ERENAEXN
bearing and repayable on demand. B{EE -
22. TAXES PAYABLE 22. Ef¥®i&
1 Group [
2001 2000
| $'000 $000 ‘
! Fi FIT |
| Value-added tox (R 18,317 60,192 |
j Enterprise income tax BEMABEIR 8,528 895
! Others Ef 1,670 513 |
28,515 61,600 |
23. ACCOUNTS PAYABLE 23. EREBER
The aging analysis of accounts payable was as follows: ENEZZESSFTOT
I Group
TEEH
2001 2000
$'000 $°000
F T
 Within 1 year —FR 441,945 395,206 |
: Over 1 year but within 2 years —FLEERFA 7,479 26,534
‘ Qver 2 years LA L 2,476 1,603
| 451,900 423,343




ifkiks

Group
EEE
2007 2000
$°'0C0 $'000
Fr Fr
Accrual for EIREA
- Interest expense ~FEXH 3,533 2,186
- Installation cost ~ B 2,984 5,770
- Sales discount — HEH 38,8790 22,964
- Advertising cost -BEEH 6,370 13,637
Provision for warranty (see Note 27) ERREEE (2FHE27) 7,930 4,591
Advances from customers EREFPRIE 92,155 73,297
Notes payable EBNEE 32,878 74,160
Payable for fixed assets BEETEERMAR 7,579 6,595
Others B 27,500 17,234
213,799 220,434
Group
TEE
20017 2000
$°0C0 $'000
Tr Fit
Short-term bank loans (secured) SERSRTTER (EE) 518,574 457,430
Long-term bank toans (secured) RHFTER EE) 16,500 82,972
535,074 540,402
The maturity of ihe clbove bank loans was s follows:
2087 2000
$°000 $'000
F T
Total outstanding bank loans repayable: ERUATHRANEE ZRITER
On demand or within one year KBHR—ER 818,574 457,430
Qver one year but within two years —FULERERN 16,500 82,972
535,074 540,402
Less: Amount due within one year shown B BIARBREZ
under current liabilities —FERNAREENER (518,574) (457,430)
Long-term bank loans EERITER 16,500 82,972




Notes to the Financial Statements

(Expressed in Hong Kong dollars unless otherwise stated)

25.

26.

27.

BANK LOANS (Cont'd) 25.

As at 31 December 2001, approximately $17,914,000
(2000: nil) short-term bank loans were repayable within
three months from the dates of advances.

For the year ended 31 December 2001, no infterest (2000:
$2,827,000) was capitalised. Details of the banking
facilities are set out in Note 33.

Buildings and machinery with a net book value of
approximately $116,967,000 (2000: $194,000,000) were
pledged as security for the Group’s short-term bank
loans.

OTHER SHORT-TERM BORROWING 26.

As af 31 December 2001, the Company had a short-term
borrowing of $30,000,000 (2000: nil) from an independent

i ¥ ¥R 76 Bt 5

(FRESBERAEN - FTERRINEEREN)

REZEZZTZT—F+-A=+
TEZFEEAECHNE(ZEEEF -
2,827,0007C) * RITME R FIBEAME3S -

REFEL 116,967,000 (ZEETF ¢
194,000,0007T) 2 BF RRECE RIEEMRE
RERERBRTERZER -

\
m
F_
"y
m

Hit B E X

R-FE—F+-_A=Z+—H AA7#{HE
UEZ HEE ZEBERKA30,000000T

third party. The borrowing bore interest at 7.2% per annum (ZZEETF  F) - REERZEFMNXA
and was guaranteed by Hualing Air-conditioning. 7.2%BEEEFIBHER -
PROVISION FOR WARRANTY 27. EmMREERHE
The movement of provision for warranty is as follows: ERREEHNEHBEINT ¢
- Group ‘
2001 2000
$°000 $°000
Fa T
Beginning of the year EHI%ER 4,591 —
Provisions made during the year KEZRE 10,122 4,591
Provisions utilised during the year AEEGEH (6,783) —
|
Ending of the year FRHBF 7,930 4,591 |
- ]
Two subsidiaries of the Group, Hualing Household and AEEMEWBAS (EEAREREET

Hualing Air-conditioning, provide free repair and
replacement services ranging from one year to three
years affer sales. The cost of the warranty obligation
under which Hualing Household and Hualing Air-
conditioning agree to remedy defects in ifs products is
accrued at the fime the related sales are recognised. As
at 31 December 2001, the Group had provided for
expected warranty claims on household electrical
applionce items sold during the iast three years.

HREHEREER - i_iz%%ﬁiﬁﬂ’{&f
HERRS EEXFEREZZHEREHRE
mEERBMHBENR AN EREEREERE
RBstR - R_EF-F+_A=+—8"
FEEHEEA-FELEZEMBERNET
BHsREER -




Number of shares Nominat value
ROHKE HE
20017 2000 2001 2000
‘0GC ‘000 $°000 $°000
TR T2 Fr T
Authorised: EERAE
Ordinary shares of BREECI0R
$0.10 each ZEBR 1,600,000 1,600,000 160,800 160,000
Issued and fully paid: EERITIHRBRRS
Ordinary shares of BiRE{EC.I10T
$0.10 each ZEBE 1,380,516 1,179,056 138,852 117,906
During fhe yeer, @ tetel of 81,460,000 shares were isued g

upen the exercise of share options (8ee Note 30). These o
shares rank por passy in all regpects with the hen
exisiing shares ssued.

In June 2001, 120,000,000 ercinary shares of §0.10 sach
were sued upen the placing ef new shares with @
premium of $0.45 @ach.

Mevernent of share capital is s foliows:

2007 2000

$°'000 $'000

Fr Fx

Beginning of year FYIRRE 117,906 117,446
Issuance upon exercise of share options TR AR 1T 8,146 460
Issuance upon share placing bt 12,060 —_
End of year FREFEE 138,052 117,906
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(Expressed in Hong Kong doliars unless otherwise stated) (BEEHRESEIN  MHSBEHUBEREN)
29. RESERVES 29. ®E
Enterprise Property !
J General  expansion revaluation }
\ Share reserve fund fund  Exchange teserve Accumulated
premium ~hRfEH LEEE reserve NEER losses Tolal |
RREE E% E¢ EAiffk EfiE EHER BE
. $'000 $'000 $'000 $'000 $'000 §'000 $°000
! I I T T Fit T i }
{ Group .31
Bolances os of Z2EER r
1 January 2000 —-F-B4% 446,081 25,315 16,726 27,449 13,000 (137.751) 390,820 |
Issue of ordinary shares BITEER 452 - - - - - 452 |
Profit appropriafion FEAE - 7,590 - - - (7.590) - (
Snare of post-acquisition reserves  EfEBELF |
; of associates RS - 239 232 - - - A
1 Profit atiributable to shareholders  REEEFE - ~ - - - 90,389 90,389 |
‘ Translation differences |
duing the yeor REFEREE - - - 1,048 - - 1,048 |
Balances as of -3 3:3:2 J
| 31 December 2000 TZAZT-BHE 446,533 33,144 16,958 28,497 13,000 (54,952) 483,180 |
|
‘ Balances as of ZEE-F 1
1 1 January 2001 —-A-B&% 446,533 33,144 16,958 28,497 13,000 (54,952) 433,180 |
i Issue of ordinary shares BTTiER 64,702 - - - - - 64,702 /
‘ Share Issuance expenses YHEA (2.016) - - - - - 2016y
i Profit appropriation MBS - 333 - - - (333) -
Deficit on revalugtion of J
investment properties BEEERLRE - - - - (13,000) - (13,000) |
‘ Profit attributable to shareholders  BREEFE - — - - - 10,759 10,759
(‘ Balances as of 5% [
31 December 2001 TZRZt-B&H 509,219 33,477 16,958 28,497 - (44,526) 543,625 |
Company 347 \
Balances s of ZEE%F }
1 January 2000 i = 446,081 - - - - (127,328) 318,753
? Issue of ordinary shares BTERR 452 - - - - - 452
Profit for the year TERE - - - - - 119,861 119,861
; Balances ¢s of oy 32 |
‘J 31 December 2000 +ZA=Z+-B88 446,533 — — - - (7.467) 430,066
\
|
| Balances as of ZE2-% 1
3 1 January 2001 —R-B%E 446,533 — - — - (7.467) 439,066 |
“ Issue of ordinary shares BTZER 64,702 - - - - - 64,702
( Share issuance exoenses #5BA ©.016) - - - - - ©2.016) |
! Loss for the year EEER - - - - - (13,118) (13.118)
‘ \
Z Batanoss as of PR !
! 31 December 2001 TZR=T-R#E 509,219 - — - — (20,585) 488,634




)

=

he Company had No reserves os
avalalble for disirbulien o sharehal

The Compony’s PRC subsaliones @
fhe laws end regulations of e 31,
J@@@bﬁ‘@“ﬂm%@ sulbsidiaries cre wr@@@ ?@o vr© P@vrcﬁ@ for

certaln starutery funds, namely, general reserve fund,
enterprise expansion fung, staff ang workers’ boaus and
welfgre fund which are cpprepriaied from ~et profit affer
toxnetion ut befere dividend digirbuiieon. These PRC
@@b@ﬁ@ﬁﬁ@m@@ are reguired to allocaie at leash 10% of its net
pref to ihe reserve fune uril e balance of sueh fund
has recehed §0% of its regisierad caplial. Appropriotion
to sholf and werkers’ bonus end weliare fund is charged
o expenses as incuned. Sueh cppropraions are
determined af the discrefion of ihe gireciers. The generg
resery® fund can only be usse, upen appreval & ~/ ihe
relevant authorily, to offset aceumuioied losses ©
inerecse capital, The JUC]’? "@@ workers” benJs @ﬁ?@
welfare fund can enly e used fior special bonus or
colectve welfore of s ermployeds, and assels acguired
threvgh fnls fund shall pet be freaied @y ossers.

Pursuent to the Cempeny’s share eplion scheme deted
26 Nevemiver, 19983, the @om pony, for inceniive ourmoese, s
euiherised fo grant cpiions fo exeeutve direciors and
employess of fhe Group to subseribe for shares In he
Company, suoject to @ maxmum of () 20% of fhe lsued
share coplital of fhe Cempany In issue as & 28 June, 1999
plug {0 the nomingt ameunt of share @C'Dh’c\ of the
Cornpony repurchcsed oy ihe @om@@“y su t@@@@@@mf je
he amendments Up fe @ maximum eguivalent of 10% of
e cgeregate nemingl amount of e share capiial of
the Company in lssue, excluding shares issued on exercise
of opiions. The subscriptien price would be determined
by the directers. ond woule net lse Jess fthan the higher of
ihe nomingl velue of the sheres ond 80% of “he cverage
of he clesing prices of ine shares gueted en The Siock
Exe meﬁg@ of Heng Keng Lirmited on the fve iraging days
frm gdm@E\ preceding the dote of offer of the cption.
Th@?@ s no [irit a8 10 the number of sheres in respact of
whieh @ Q(:M@P@ may lbe granted under ihe scheme fo any
one pariicipant, The ferms of the scheme provide hat @D
opiien meoy be exercised under he scheme at amy fim
durfng he peried esmrmencing on he cote upon w[m
such opfien s deemed fo be g”@ﬂ &g ane © uﬁ,@@;gi‘w,

by
B

s
Sm
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(Expressed in Hong Kong dollars unless otherwise stated) (BEEHBEES  FTE2BEELER RER)
30. SHARE OPTION SCHEME (Cont'd) 30, ExREE (®

A summary of the movements of share options granfed REFEEADREZEHOT ¢

under the scheme during the year is as follows:
‘\ Subscription price per share $0.93 $0.244 80.225 $0.211 Total :
__ SHhREERE . 0937 02447 0225  0217x &E

Number of share options ' /

J RRERE ‘
‘ Beginning of year F1) 2,800,000 54,400,000 1,400,000 33,500,000 92,100,000 *
Granted during the year FEAERY — — — — —

| Exercised during the year RETE — (50,100,000) (500.000) (30,860.000) (81.460,000) |
| Cancelled/lapsed EREES }
during the year E5 —~ — - (160,000)  (160,000) .

End of year FR 2,800,000 4,300,000 900,000 2,480,000 10,480,000 J

!

ZEERBEATETARAI0FATE -

The share options are exercisable over a period of ten
years from the date of granting the options,

3. BBAXR%E
31. RELATED PARTY TRANSACTIONS

BRO—MABRBENEMBREBRELE
Companies are considered to be related if one company EREELHE BNy S —HAanE
has the ability, directly or indirectly, to control the other CEATEImEABEHRAT - BIOTHZ
company or exercise significant influence over the other ERNES R RN EASERRREEH
company in making financial and operating decisions. i o
Companies are also considered to be related if they are
subject to common control or common significant FRERFERANBRBBAFTETTIER
influence., e EFRERARERZHELEERT

RREFEEZIEPET -
The Group had the following material transactions with
related parties during the year, which the directors
considered were in the normal course of business and
under mutually agreed terms:

2001 2000

‘ $'000 $'000 ‘

f T FT |
|

Purchases from Hualing Polyfoam EEEAKEBER 6,942 8,773 !

|

Purchases from and processing charges AEFEREEERR “

j paid to Yungang Plastic TEHNLIE 14,138 14,884

Renfal income receivable from GZITIC FERBENEIEE S WA - 9,100 |
|




Reconcilicticn of profit before tax te net cash inflow a.

frem operating cctivities:

Profit before tax
Adjustments for:
Share of (profit) loss of
associated companies
Write-back of provision for
doubtful receivable
Write-back of provision
for non-recovery of renfal income
receivable from GZITIC
Depreciction of fixed assets
Amartisation of intangible assets
Loss on disposals of fixed assets
interest income
Interest expenses
Increase in inventories, net
Increase in accounts receivable
Decrease (increase) in due from
ultimate holding company
Decrease in prepayments
and other current assets
Increase (decrease) in provision
for staff welfare and bonus
Increase in due 1o
related companies
Increase in accounts payable
(Decrease) increase in accruals
and other liabitities
Decrease in other long-term liabilities
Effect of foreign exchange translation

Net cash inflow from
- operating acfivities

HAFLE
FELOT
FE{EB N &)
(Fi) B8

PR ER S

W E ek 2 R UL
BMNEEZBERA

EREENE
BN AESH
HEBEREERK
FlEHA
FEX
FEFERN
FEURBRFNIE I
PR B AR IR AR

RERER S (GBI
ANRE

B EERD
ENEREMN

Zhn G
FEFTBAEE 2 R)

R
FEfHRRFE IO
FREAREM

BE (BD) B0
EHERBAAERD
SMEEARE

ERERNE
ZRRERA

2001 2000
$°000 $°000
Fr FT
(Note 38)

(H£E38)

36,600 96,920
(79} 1,742
(8.771) (9,415)
- (4.347)
64,479 60,764
1,383 763
2,172 58,237
(%.428) (1.560)
43,281 35,882
(8,270) (172,213)
(90,837) (20,928)
13,447 (2.100)
10,681 43
1,863 (4,480)
3,320 4,154
28,557 200,018
(6,650) 77.898
- 4.931)
- (648)
81,739 308,799

]
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Notes to the Financial Statements

(Expressed in Hong Kong dollars unless otherwise stated)

32. NOTES TO THE CONSOLIDATED CASH FLOW
STATEMENT (Cont'd)

32. RERAEHERKT &

WM BT

RFE-F-f-8 AREGE
BE%BUEZS  2EHEI5) K
BEESHE0%N M UM A
ERARATMT :

b.  Acquisition of subsidiary b.

On 1 January 2001 the Group acquired 60% equity
interest of Hualing Taxi from Huayang, an
independent third party (see Note 15). Details of the
assets acquired and liabilities assumed were as

follows:

3 2007 |
‘ $°000
Fx ;
Cash and cash equivalents BeERBReEEY 834
Fixed assefs BEEE 1
Intangible assets ENEE 6,506 |
Accounts receivable FEERE R 3.
Provision for staff welfare and bonus EHE SRR (16);
Taxes payable BRI S an
| Accruals and other liabilities BREBAREMAE )
|
j Fair value of net assets acquired WEEEEY AAEE 7,312
[
‘ Share of net asset value by minority interests LEBRRERBECEE (2,924)
|
Total purchase consideration Xt A E 4,388
Less: consideration satisfied by offset B BEAEEREREE Y |
of other receivables due from Huayang Hib BT =8 (4,388) |
Cash consideration paid XZRE -
: \
i Less: cash and cash equivalents acquired B WEBAENESRREEEY 834 ‘/
Net cash inflow FREMA 834 |
|




=

e. Anglysis of chenges In inancing during fhe year e.
were o8 follows:
2001 2000
Share capital Other
ond share long-lerm Shoriderm shori-lerm
premium bank loans bank loans berrowing
R& R R b Hitp Total Total
BHEE BT8R BT7ER EEER 28 BE
$°000 $°000 $°000 $'000 $'000 $°000
Fr Fr Fr Fi Fr T
(Note 38)
EES)
Beginning of year FORE 564,439 82,972 457,430 — 1,104,841 1,085,892
Issue of ordinary shares BTLERERR 82,832 - - - 82,832 912
New borrowings MEER - - 61,144 30,600 91,144 82,972
Repayment of bank loans BEZHEOTER - (66,472 - - (66,472)  (64.939)
End of year ERBE 647,271 16,500 518,574 30,000 1,212,345 1,104,841

As ot 31 Decemider 2001, ihe Group hed benking faclliiies
of cpproximaiely $634,896,000 (2000: §840,402.000) for
overdraiis, bonk bomowings ond frade financing. As at
thet dette, $636,074,000 wes ufiised (2000: @l lbanking
factiities were utilisea).

These foclifies were secured by:

@, conporgie guaraniees given by fhe subsiciares of

“the Company:

O
=
©

Bb. charges over cerfain fxed assels of
Reffigenation, Hualing Alreendiioning and Hefel
Hugling with @ total net book value of
approximately $116,967.000 (2000: $194,000,000) a8
@t 31 Decemioer 2001,

& 634

)
Lt

-
o
A
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Notes to the Financial Statements

(Expressed in Hong Kong doliars unless otherwise stated)

34. PMEHR
BEBATONBERMT

34. SEGMENT INFORMATION

Analysis of financial informaticn by business segment is as

follows:
Refrigerator Airconditioner Miniwefrigerator [
business business business Others Elimination Consolidated j
ABER ERER NEUKERE v £ 58 |
2001 2000 2001 2000 2001 200 2001 2000 2001 2000 200 2000 i
§'000 $000 $000 $000 §'600 §000 §7000 §'000 $'000 §000 $1000 $1000 ’
Fr fn T i 1% T 9 I IR T 2 TR
|
TURNOVER £+
|
Exfemal sales Ih 203,624 78B40 1,138,884 1271140 228,240 166207 240 - - ~ 1,680,988 1815247 r
| Inter-segment scles HEEEE 1,464 - 632 20,845 - 259 - - (2,006)  (0444) - -
; |
Total tunover g5EE 285,088 378840 1139516 1291986 228,240 147866 40 - (2,096)  (20.444) 1,650,988 1815247 ¢
|
RESULTS S J
! Segment results 524 (399M)  (30416) 1M1895 162865 28,282 21,300 (782) 53412 (18.003)  (7086) 74381 136,535 ;
Unallocated !
copofe expenses  AABZLTER (,88)  (2577)
| Proftt from operating 577 }
T octivifles 73043 134008
Finarice expense By (46,041)  (6916)
: Inferest income LN 9,428 1560
| Share of net profits EERERTHE |
1 {losses) of associates g (35) (249) - - - - 108 (1.493) - - 10 (1.742) !
' Toxation (13,689)  (895)
|
i Nt profit B 2 96,026
| CTHER INFORMATION THER ‘,
' Segment assels 589,026 547945 985904 952063 208,394 175300 197,241 188709 - - 1978465 1864078 ‘
| Investment in associates : 3,383 3,654 - - - - am 19,340 - - 2559 2094
i Unaflocated ‘
J corporoe ossefs % PR 6,328 8120
! e Sl
Tolal assefs 4aE 2010380 1693192 |
} Segment liokilties bE) 49141 40475 688,764 691484 126,485 138044 40,221 3,084 - - 1,294,817 1273087 (
Total fatilfes 2g% 1294817 1273087 ‘
: Caplial expenditure Bifixy 21,866 6918 87,636 97,835 6,083 4677 4,094 235 - - 10818 189465 r
) Depreciofion of
! fired assets HrEEfE 29,051 0690 30,639 04 420 3770 582 20 - - 4R 60,764
Amortisation of infangible
assets other than ‘
‘ goodl 104 - 455 8 - - 126 ~ - - 685 8 |
;J Other non-cash expenses ' :
: - (Write-back of)
provision for inventory !
obsolescence ~EERNER (30) 11,424 - (2458) - - - - - - o - f
‘ - (Wite-back of) )
f provision for

i doubffulrecevables  -REEE (BE) 2,027 65%)  (1,081) 2906 m R - - - - M) 048




G Cepial commimenis a.

As gt 31 Decemiper 2001, the Group angl fhe
Company had the follewing eepital cemmiiments in
relation o purchose of fived assels:

Group

TEB
2001 2000
$°000 $'000
Fr F
Contracted BET4 43,893 49,411
Authorised but not contracted for EEBERTY - —
43,893 49,411

B OrerEiing kese commimenis b, EBEARE

As oft 3] Decemiber 2007, fine total fulure minirum
lewss poyments payable undsr non-cancellcie
operating lecses of he CGroup are as Tollows

Group Company 1
TER AT
2901 2000 2001 2000
- $°000 $'000 $°000 $°000
Fr T Fr FT
{Note 38) (Note 38)
(Ff3x38) (Ki3x38)
Within 1 year —ER 6,050 5,101 1,166 1,116
After 1 year but within 5 years —FUEERER 6,320 10,363 — 1.166
12,370 15,464 1,166 - 2,282




Notes to the Financial Statements

(Expressed in Hong Kong dollars uniess otherwise stared)

36. PENSION SCHEME 36.

The Group has arranged for its Hong Kong employees to
join the Mandatory Provident Fund Scheme (the "MPF
Scheme”), o defined contribution scheme managed by
an independent frustee. Under the MPF Scheme, each of
the Group (the employer) and its employees makes
monthly confributions to the scheme at 5% of the
employees’ earnings as defined under the Mandatory
Provident Fund legislation. The confributions from each of
the employer and employees are subject fo a cap of
$1.000 per month and thereafter contributions are
voluniary.

The Group participates in the local retirement schemes in
the PRC. Pursuant to the relevant regulations, the Group is
currently reguired to make a monthly contribution
equivalent to 15% to 28% of the monthily salaries in
respect of its full-time and temporary employees. The
aggregate amount of the Group’s contributions (net of
forfeited confributions) for the year ended 31 December
2001 was approximately $6,791,000 (2000: $5,401,000).

Rl % 76 Bt 5

(REHHAE - FESHEUEEREMN)

BihEstE

AEBRELHFEB EEEEZ N Ra
BURRAERNMEHNGE - BHEQ
EeirE(Teimesrrdl)) - RERMERTE
BEOBE  FEE(EZ) RAEEZER
BESRABEERAFNNEREAE A
R EBEEREEFLHARFIEERTNLRAS
A10007t  ®BRLEBAEZHIBER
HE -

AEE2EFERMEBKRSTE - REEH
B 2EERESATHEENEZEER
BETAFIS%E8%IEN - REE-ET
E-—EFE+-_A=+—HLEE FEEZ#
FeEE (BHRIERZER) £56,791,000
T(ZZEEZEF : 5401,0007T) °

37. CONTINGENT LIABILITIES 37. HAEE
o Group Company
: TEE EATF
2001 2000 2001 2000
i $°000 $'000 $'000 $'000
Fr Fit Fr T
Notes receivable discounted HEEENS
with recourse MEEWREE 84,995 81,400 - — |
Discounted letters of credit HiaREMN ‘
with recourse BARERE 14,751 — - — |
99,656 81,400 - -

Certain of the 2000 comparative figures have been
reclassified to conform to the current year’s presentation
in accordance with the new presentation and disclosure
requirements under certain new Hong Kong SSAPs.

39. AUTHORISATION FOR ISSUE OF FINANCIAL 39.

STATEMENTS

The financial statements were authorised for issue by the
Board of Directors on 10 April 2002.

EF_TETEUBREBTERINEEE
HERMBREEREINUESFARRIE
oo

REFRVBEKR

EZgN TR _SNATHRERRLY
BHE -




i i T 2
ErgagiliiE

Turnover

(Loss) profit from
operafing activifies

Finance cost

Share of (losses)
profits of associates

(Loss) profit before tax

Taxation

(Loss) profit affer tax

Minority interests

(Loss) profit attributable
to shareholders

EXB

ge (BB 7B
HERR

BEBE T
(E18) ME

BAl (&) MiE
RIE

ik (ER) FIE
PERRER

BREE
(B18) 7B

Years ended 31 December

BE+-AZ+—-BHLFE

1997 1998 1999 2000 2501
$'000 $'000 $'000 $°000 $'000
T T T T F5
883,620 1,208,064 1,197,175 1,815,247 1,658,988
(100,622)  (33,816) 117,120 134,018 73,143
(66,817)  (52.002)  (42916)  (35356)  (36,613)
(19,592) (5,437) — (1,742) 70
(186,031)  (91.255) 74,204 96,920 36,600
(525) (185) (682) (895)  (13,68%9)
(186,556)  (91,440) 73,522 96,025 22,911 |
11,000 (759)  (18,384) (5.636)  (12,152) |
(175,856) (92,199 55,138 90,389 10,759

i




Financial Summary

Consolidated Balance Sheets
(Expressed in Hong Kong dollars)

il %5 i =
moBERBRE

(ABERER)

' Fixed assets, net BEEEEFE

; Investment properties BENME

Construction-in-progress FEIR

Investments in associates RERBE DT

Intangible assets, net BYEEZE

| Other non-current assets HiERBEE

'Net current liabilities rBaREE

, Long-term bank loans RERITER

;O’rher long-term licbilities HhEHEE
Minarity interests S ERFEER

( Net assets AEFE

1

‘ Representing: EE TV
Share capital BRR

| Reserves R

|

' Shareholders’ equity FREAERS

As at 371 December
BZE+-BA=t+—-HILEE

1997 1998 1999 2000 2001
$'000 $'000 $'000 $'000 $°000 |

T Tt FIT T T

515,951 532,042 464,020 460,401 570,948
— 181,000 181,000 181,000 168,000
90,897 49,933 51,400 67,861 12,042 ;
72,759 73,070 23,158 22,994 25,5%6 |
— - — 7,787 21,877
46,356 8218 8,092 17,781 1,877 |
(268.503) (312,877) (166,701 (54,447)  (67,768) ‘
(35,972) (22,459) — (82,972) (16,500}
(32,562) (38.,178) (4.931) — - 1
(34,373 (29.388) (47.772) (19.019)  (34,095) T
354,553 441,361 508,266 601,086 681,677 ‘
|

80,001 116,746 117,446 117,906 138,052
274,552 325,615 390,820 483,180 543,625
354,553 441,361 508,266 601,086 681,677 1




NOTICE OF HEREBY GIVEN fhat the Annual General Meseting
of the Company will be held at Boardioom 3 & 4, M/E
Renaissence Harbeur View Hetal, 1 Harbour Road, Wanehal,
Heng Kong on Thursdey, 13 June 2002 at 12:00 p.m. for fhe
following pureeses:

1. To recelve and consider ihe Staiement of Accounts 1,
eng Reports of fhe Directors ond fhe Auditors fier the
year encied 31 Decemioer 2001.

2, To re-elect Direciors and to fix fhelr remuneration. 2.
8. To dliscuss cppoiniment of Auditors and fo fix fihelr 3.
rerAuReration.

i

4, As specicl business, 1o congider and If ihought @t, pass 4.
the fellowing reselutions as Crdinary Reselutions:

® CTHAT:

A) subject paragraph (B) below and pursuant 1o
section 878 of the Compeanies Crainence, e
exercise by the Board of all ihe powers of the
Company e allet, issue and deal with shares
In he copitel ef the Cempany duiing e
Relevent Pered and fo moke er grant offers,
agreements and oplions which weuld or
might regulre fhe exerclse of such power
twhether duing er affer fhe expiry of he
Relevant Perled) be and is herelby generally
end unconditionaily cppreved:

ot e
183 E57B

oo =y

® the cggregate nominel amount of share
capiicl aliletied or agreed condiionally er
uneenditionally 1o be cllotied (winsther
pursuent to an eptien or efherwlse) by he
Boord pursuant te the cppreval In paragraph
(A) of this Reselution, ofherwvise then pursuant
te @ Rights lssue or The exerclse of options
unger any epifeon seheme er simiiar
arangement for the Hime belng cdeptad by
ihe Company for the grant er lssue o
employees of ihe Company end/ er any of iis
sulbsicliories of sharas or rights fo acgulre
shares of he Company, shell net exceed )
of the eggregete nemingl ameunt ef he
shares caplial of fhe Compeany In fsue af ihe
clote of passing ihis Resoluiien plus @) f ihe
Boare are so auihorsed by o separaie
erdinary resoiution of the sharehelders of ihe
Compeany) fhe neminel emount ef dhare
caplial of the Company repurchased by the
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©

Company subseguent to the passing of this
Resolution up to a maximum equivalent to
10% of the aggregate nominal amount of the
share capital of the Company in issue af the
date of passing this Resclution, and the said
approval shall be limited accordingly;

for the purpose of this Resolution;—

"Relevant Period” means the period from the
passing of this Resolution until whichever is the
earlier of;

(i) the conclusion of the next Annual
General Meeting of the Company;

(iy the expiration of the period within which
the next Annual General Meeting of the
Company is regquired by law to be held;

(i} the revocation or variation of the
authority given under this Resolution by
an ordinary resolution of the members of
the Company in general meeting; and

"Rights Issue” means an offer of shares open
for a period fixed by the Board fo the holders
of shares of the Company on the register of
members on a fixed record date in proportion
to their then holdings of such shares (subject
to such exclusions or other arrangements as
the Board may deem necessary or expedient
in relafion to fractional entitlements or having
regard fo any restrictions or obligations under
the laws of, or the requirements of, any
recognized regulatory body or any stock
exchange in, any territory outside Hong Kong):
and

@iy "THAT

A

subject to paragraph (B) below, the exercise
by the Board during the Relevant Period of all
the powers of the Company to purchase
shares in the capital of the Company in
accordance with all applicable laws and the
Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited as
amended for time to time be and is hereby
generally and unconditionally approved;

(iii)

RRBFASBBRES

AZEBRSLZIRERTRRRE
BRZBRLARBETRAEER
0% i EX 2 BAEBER IR
BB

AARBRAE : —

[EHEBEIEaTARERERAY
BREZETN=ZFEHEEBHIEY
RS

ARR TERREFANES

EHRERRR TERRBFARE
ATERCHBRERZE :

ARRZBRIBRAE LBAE
BREBEABERERNTRBREZR
E R

(B ENREEEMRIIEHHE
A ER—-EEREEHAIIEER
EMz AR AHEAREES
ZERLAEEFRZEZZ (EE
EEFRMATEROHREER U
TR 2 A TR A E Hl%
BREFTIAZIREFRIBEZE
ARMXETHRIERETRET
BRENTE BN REHEMR
B R

FEE

(A)

ETXBRZERT  —BER
BERFHEESENEREERN
BRAEBABZEN R TREEE
ZERMEARSMERRAESL
TRE TEERRRIAEE DA
BIARTRES 2D




B) the dggregate neminal ameunt of fhe sheres B
winich moy be repurchased by the Cormpany
PURSLENT to paragraphn (A) of s Resolution
cloove ghall not exceed 10% of ihe cggregate
nomingl @meunt of the share coplial of the
Cempeny In ssue ai the deie of pessing his
Resolutien, ang the soid cpprove) shall be
iimitec cecoraingly;

(©) fer the purpese ef this Resolulior, “Relevant €
Period” rmecns he perod from passing of his
Rescluiien unill whichever is the ecrier of;

)
J

O the conclusion of the next Annuel Sensrgl i)

¢ ihe expiolion of the period wiihin wihich (i)
ihe next Annuel Genercl Meeting of the
Company Is requied by law ‘o be held;

ang

) the revocation or variaiion of he authority duey
glven under fnis Resolution by an ordinary
resolution of the members of he
Compeny In genemal maeting.”

The Beard of the Company be and are nersloy
authorisad o exerciss e towaers of the Company
refemed to in paragraph (A) of the resslution ss?
out In 4 () of ihe nofice convening this mesting mn
respect of the shared eapiiel of fihe Company
referred 1o in sub-paragrepn () ef paragraph (&)
of such reselutien.”

By Oraler of the Bogre
Chen Xikae-shi

Hong Kong, 18 April 2002
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The Board wish to state that in relation to the ordinary (1)
Resolutions sef out in item 4 above, they have no immediate

plans to issue any new shares of the Company or to

repurchase any existing shares of the Company pursuant to

the relevant mandate.

Any Member entitled to attend and vote at the meeting is 2)
entitled to appoint not more than two proxies to attend and
vote instead of him. A proxy need not be a Member,

In the case of joint holders of shares in the Company, the vote (3)
of the senior who tenders a vote, whether in person or by

proxy, shall be accepted to the exclusion of the votes of the

other joint holders; and for this purpose seniority shall be
determined by the order in which names stand in the Register

of Members.

In order to be valid, the form of proxy must be in writing under (4)
the hand of the appointer or of his attorney duly authorised in
writing or, if the appointer is a corporation, either under seal,

or under the hand of an offices or attorney duly authorised,

and must be deposited at the registered office of the

Company (together with the power of attorney or other

authority, if any, under which it is signed or a notarially

certified copy thereof) not less than 48 hours before the time
appoinfed for holding the meeting or adjourned meeting, as

the case may be.

An explanatory statement containing information regarding (5)
the Ordinary Resolutions set out in item 4(ii) above will be sent
to shareholders with the Company’s 2001 Annucl Report.
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HEEREAZREREER - RUME  ARE
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ERBERSEFAZEETREMBES (108)
RENEANEEERIERERARXTEL - A
RAEHFEE (RIERTE) EELITRET /)
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GZITIC HUALING HOLDINGS LIMITED

95%

100%

D&@m@ l
iutcratopatll
wmw !
g \

60%

HHEER
Guangzhou
Ma Hui
Huating Taxi
(RE PRC)

15%

100%

Growth Pius
Properties
Limited
(EERTRD
BVI)

75% 25% 100% 55%
BN EEE
RBRMERTDHE it
S amnm RFERAT SREELH
G:a;l bz\hou Guangzhou HRAE
Hu:!’in Hualing Air- Hefei Hualing
Refri era?ion conditioning & Electrics Co.,
Cog Ltd Equipment Lid.
(‘FQ.}'PR'C) Co,, Ltd. HE PRC)
(& PRC)
20%

Eeiyioan]

100% 5% | | 95%

EMTEE
BGERDT
Guangzhou
Hualing
Shopping Mall
Co., Ltd.
(@ PRC)

REBERERD
BRAT
Chengdu

Hualing
Electrical
Household
Appliance
Co., Ltd.
(@ PRC)

100%

33%
itRf‘J;I’"‘

e
?—Hﬁ’i‘ Bﬁﬂj
Beijing
Wide Vision
Network Co..
Ltd.
({3 PRC)
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